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Contents Include 


UNSETTLED QUESTIONS OF MONETARY POLICY 
STANDARDIZED CHEQUES AND WARRANTS 
CREATION OF CREDITS BY BANKERS 
By Proressor A. C. Picou 
THE NEW COINAGE 
By Sir CHARLES OMAN, M,P. 

SOME REFLECTIONS ON AMERICAN TARIFF POLICY 
By JosePpH CAILLAUX 
LABOUR AND THE SURTAX 
By THE Rint Hon. WILLIAM GraHAM, M.P, 

THE BELGIAN STABILIZATION SCHEME 
By THE GOVERNOR OF THE NATIONAL BANK OF BELGIUM 
THE NEW HEAD OFFICE OF THE MIDLAND BANK 
By Proressor C. H. REILLY 


EYRE AND SPOTTISWOODE (PUBLICATIONS) LIMITED 
9 East Harding Street, Fleet Street, London, E.C.4 





BRADBURY, WILKINSON & CO., LTD. 


eg xo 


DESIGNERS, ENGRAVERS & PRINTERS 
— 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 


and 
ALL DOCUMENTS OF SECURITY 
— 
PROSPECTUS, TRUST DEEDS, 
CONFIDENTIAL REPORTS, 
AND ALL STATIONERY FOR 
FINANCIAL HOUSES 
HEAD OFFICE & WORKS: ws LONDON OFFICE: 
NEW MALDEN, SURREY hae 2 eee? Peace 


TELEPHONE: WIMBLEDON 2500-1-2 TELEPHONE: LONDON WALI, 8806-7-8 
q 
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MINNILLO LULU 


BLADES, EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES: WORKS : 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Central 0212, 0213, 0214. Telephones : Clerkenwell 3636, 3637, 3638. 
p Pp 
Telegrams : “Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY 
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Telegraph & Cables: 


Telephones: 
Briforcol, Cent, London, 


London Wall 4960 (4 lines). 
do. 7269 (Foreign Exchange). 


THE 
BRITISH FOREIGN & COLONIAL 
CORPORATION LTD. 


B.F.C. HOUSE, 81-87 GRESHAM STREET, 
LONDON 
E.C.2 


ISSUING HOUSE 
COUPONS 
FOREIGN EXCHANGE 
LOANS 
OTHER BANKING BUSINESS 


AGENTS IN ALL FOREIGN COUNTRIES 
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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 
And under a Special Concession, Bankers to The Imperial Government of Persia. 
Capital fully called up - £650,000 Reserve Account - - £520,000 


(with power to increase to £4,000,000) 


Reserve Liability of Proprietors under the Charter - - - -£1,000,000 


LONDON BANKERS: 
MeEsS-RS. GLYN, Mutts & Co. THE WESTMINSTER BANK LIMITED, LOMBARD STREET. LLOYDS BANK LIMITED. 
HEAD OFFICE: 
33 36 KING WILLIAM STREET, LONDON, E.C.4 
CHIEF OFFICE IN PERSIA: 
TEHERAN. 


BRANCHES IN PERSIA: 

Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Duzdab, Hamadan, Isfahan, Kazvin, 
Kerman, Kermanshah, Masjed-Suleiman, Meshed, Mohammerah, Nasratabad (Seistan), Pehlevi, Resht, 
Shiraz, Sultanabad, Tabriz, Yezd. 

BRANCHES IN IRAQ (Mesopotamia): BRANCH IN INDIA: 

BAGDAD, BASRA, KIRKUK. BoMBAY. 


HE BANK is prepared to transact Banking Business of every 
description in and connected with Persia and Iraq (Mesopotamia), 
also with Bombay, Calcutta and Karachi. 
Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 


Correspondents in all important places abroad. 


mT 





BANCA NAZIONALE D’ALBANIA 
BANKA KOMBETARE E SQHIPNIS 


oa 
Capital 12,500,000 Albanian Gold Francs 
oo 
BANK OF ISSUE FOR THE ALBANIAN STATE 
oa 


BOARD OF DIRECTORS’ OFFICE IN ROME, VIA TORINO, 107 
Branches in CORIZA, DURAZZO, SCUTARI, TIRANA, VALONA 


o oO 


ALL BANKING BUSINESS TRANSACTED 


CO ce 


mM 
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MARTINS BANK 


LIMITED. 


formerly the 


BANK OF LIVERPOOL & MARTINS LTD. 
| with which is incorporated the 


LANCASHIRE & YORKSHIRE BANK LTD. 


Head Office : 
7 WATER STREET, LIVERPOOL. 
London Office : 
68 LOMBARD STREET, E.C.3. 
Manchester District Office: 
43 SPRING GARDENS, MANCHESTER. 


The Bank has 565 Offices, and Agents in all the 
principal Towns at Home and Abroad. 


All descriptions of Banking, Trustee and 
Foreign Exchange Business Transacted. 








ULSTER BANK LIMITED 


ESTABLISHED APRIL 1836, AFFILIATED TO WESTMINSTER BANK LIMITED. 


|. Capital Paid Up -. £500,000) _ 
Capital Authorised and Subscribed .. £3,000,000. Reserve Fund .. £1,100,600) £1,600,000. 





Head Office: WARING STREET, BELFAST. 
Managing Directors : 


STANLEY FERGUSON. | Ropert K. L. GALLoway. | A. H. Moopy. | W. M. FULLERTON, 


BALANCE SHEET, 30th November, 1927. 


To Capital paid up .. £500,000 0 0 By Government Stocks 
To Reserve Fund -. 1,100,000 0 0 War Loan and other 

— <a a ae Securities of, or 
To Deposits and Credit "” ” | | guaranteed, Dy. the 0 59429519 4 

. | 3ritis : > > i . 

si Acc omnes valet a 20,997 ,852 11 11 By Other Securities ae 644,267 7 2 
lo Acceptances Current Nil : ; —$———_—__—___——— 
To Bills for Collection .. 51,026 6 4 £10,228,493 6 6 
To Notes inCirculation.. 1,660,983 17 6 By Cash on hand, Balances 
To Undivided Profits .. 75,439 9 5 | with London Bankers, 


and Remittances in 
transit.. 


2,684,046 10 10 
£12,912,539 17 4 


By Bills discounted, 
Advances to Custom- 
ers, Short Loans on 
Securities, &c. .. 11,256,653 8 4 
By Acceptances, per 
contra .. ice a Nil 
By New Bank Premises 216,108 19 6 
£24,385,302 5 2 | £24,385,302 5 2 
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_ 
Insurance Office in the World. 
ALL PRINCIPAL, CLASSES OF INSURANCE TRANSACTED 
including :— 
FIRE, ACCIDENT, BURGLARY, ? 
MOTOR, MARINE, &c. 
, Head Office: 63 Threadneedle Street, E.C.2 
(National Joint Stock Bank). 
ESTABLISHED 1889. 
Head Office: HELSINKI (HELSINGFORS), FINLAND. 
Branches: 145 all over Finland. 
Paid-up Capital and Reserves - - - Fmk. 385,000,000 
Every kind of Banking and Exchange Business transacted. 
Telegraphic Address: ‘‘ KANSALLISPANKKI.” 
& 
BU] LION If you have a flooring 
AND problem. . 
SPE CIE Write for Leyland Catalogue 
No. 39. It explains why, 
‘ S : =" when dignity and economy 
renee po «sala Ph tines have both to be considered, 
‘ | Leyland Rubber Tiling is the 
most satisfactory covering 
DEALERS & REFINERS | for floors and stairs. 
of Precious Metal, Ores, 
and Minerals of all kinds. | Soft, silent and safe, it is 
easy to clean and lasts 
PURCHASERS almost for ever. 
of Mining By-Products containing Precious 
= 


ae JEYLAN 


JOHNSON MATTHEY & Co. 
| LIMITED. RUBBER TILING 
73/82 HATTON GARDEN | The Leyland & Birmingham Rubber Co., Ltd, ' 
LONDON, E.C.1. | Head Office and Works: Leyland, Lancs, England. 
Telephone - - HOLBORN 6989/7 | .t.29-1/28. Branches throughout the World. ao (a 


























> | ROYAL BANK OF SCOTLAND 
(Incorporated by Royal Charter 1727) 
Capital (Fully Paid) - - . - £2,500,c00 
Rest or Reserve Fund - - - - £2,683,226 
? Deposits - - + + + + £44,186,574 
Head Office: ST. ANDREW SQUARE, EDINBURGH 
General Manager: SIR ALEXANDER KEMP WRIGHT, K.B.E., D.L. Secretary : J. B.s. ADSHEAD., 
London (City) Office: 3 BISHOPSGATE, E.C.2. 
Manager: WM. WHYTE. Deputy Manager: JOHN ROBB. 
London (West End): DRUMMONDS’ BRANCH, 
49 Charing Cross, S.W.1. 
Glasgow (Principal) Office: ROYAL EXCHANGE SQUARE and 
BUCHANAN STREET 
FOREIGN EXCHANGE DEPARTMENTS 
at all the Chief Offices 
222 BRANCHES THROUGHOUT SCOTLAND 
EVERY DESCRIPTION of BRITISH, COLONIAL and FOREIGN BANKING 
BUSINESS TRANSACTED. 
Accounts opened and Agency Business undertaken for Foreign and Colonial Banks and other 
Financial Establishments. 
CORRESPONDENCE INVITED. 
> 

















DISTRICT BANK 








ESTABLISHED 1829. 





Chatrman: SIR CHRISTOPHER T. NEEDHAM. 
Managing Directors: 


ANGUS A. G. TULLOCH, Esq., D.L. WILLIAM RELPH EASTERBY, Esq. 
(Deputy Chairman 
Paid-up Capital -— £1,896,000 Reserve Fund - £1,896,000 
Deposits - -—- — - £50,815,449 Total Assets £54,969,700 


30th June, 1927. 


- HEAD OFFICE: Spring Gardens, Manchester, 


Manager: HARGRAVE J. DAFFORN. Sub-Manager: WILLIAM CUNLIFFE. 
(13 Spring Gardens, Manchester, 
FOREIGN DEPARTMENT: 2 Castle Street, Liverpool, 
{ 76 Cornhill, London, E.C.3. 
TRUSTEE DEPARTMENT: 13 Spring Gardens, Manchester. 
(75 CORNHILL, E.C.3. 
LONDON OFFICES: <{ West End Branch: LIVERPOOL OFFICE: Water Street. 


46 Old Bond Street, W.1. 
| More than 389 Branches. Agents everywhere. 
Current Accounts Conducted on Usual Terms. Deposit Accounts Opened with Small Sums, 
Every Description of Foreign and Colonial Business Transacted. 
The Bank acts as Executor and Trustee either alone or with an Individual. 


eee nw 
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BANK OF MONTREAL. 


Established in 1817. 


Capital Paid Up, $29,916,700. Reserve Fund, $30,916,700. 
Undivided Profits, $154,799. Total Assets, $831,548,967. 


BOARD OF DIRECTORS : 
Sir VINCENT MEREDITH, Bart., Chairman of the Board and Chairman of the Executive Committee. 
President: SiR CHARLES GORDON, G.B.E. ° 
Vice-Presidents ; H. R. DRUMMOND, EsQ. Mayj.-GEN. THE Hon, S. C. MEWBURN, C.M.G. 
General Manager: SIR FREDERICK WILLIAMS-TAYLOR. 
DIRECTORS : 


D. FORBES ANGUS, EsQ. Wma. MCMASTER, EsgQ. Lt.-CoL. HERBERT MOLSON, C.M.G., M.C. 
HAROLD KENNEDY,EsQ. G. B. FRASER, Esq. THE Hon. HENRY COCKSHUTT. 

E. W. BEATTY, EsQ., K.C. THe Hon. SiR LOMER GOUIN, Gen. StR ARTHUR CURRIE, G.C.M.G., K.C.B. 
JAMES STEWART, EsQ. K.C.M.G. F. E. MEREDITH, Esgq., K.C. 

THOMAS AHEARN, EsgQ. J. W. MCCONNELL, Esq. F. W. MOLSON, Esq. 


EXECUTIVE COMMITTEE OF THE BOARD : 
Str VINCENT MEREDITH, Bart. (Chairman). 


Str CHARLES GORDON, G.B.E. H.R. DRUMMOND, Eso. Maj.-GeN. THE Hon. S. C. MEWBURN, C.M.G. 
LONDON COMMITTEE : 
HIS GRACE THE DUKE OF DEVONSHIRE, K.G. (Chairman). F. R. S. BALFOUR, Esq. 


Str HARDMAN LEVER, BArtT., K.C.B. THE RT. Hon. LORD STRATHCONA Anp MOUNT ROYAL, 
Manager : GEORGE CYRII, CASSELS. 


HEAD OFF ICE-MONTREAL. 


Branches and Agencies throughout Canada and Newfoundland ; also at New York, Chicago and San Francisco 
in the United States, and at Mexico City, Vera Cruz, Puebla, Guadalajara, Monterrey and Tampico in the 
Republic of Mexico. 


London Offices : 47 THREADNEEDLE ST., E.C. 2.; 9 WATERLOO PLACE, PALL MALL, S.W. 1. 
Paris Agency : Bank of Montreal (France), 6 Place Vendome, Paris. 





Financial Agents of the Government of the Dominion of Canada. 
The Bank undertakes banking business in all parts of the world, and with its numerous branches offers special facilities in 
Canada, Newfoundland, the United States, Mexico and France, while in the West Indies it is represented by Barclays Bank 
Dominion, Colonial and Overseas), formerly The Colonial Bank, in which an interest is owned by the Bank of Montreal, is 











ALEXANDERS D 
DISCOUNT CO., LTD. ST ANDARD BANK 
24 a oer gale te TF Bankers to the Imperial Government in South 


Africa; and to the Governments of Northern 


Telephone : Telegrams : Rhodesia, Southern Rhodesia, Nyasaland, and 
Royal 3017. Alexanders Thread—London. Tanganyika. 
Captions Sumestnet - £1,350,000 Authorised Capital £10,000,000 
Capita a - £775,000 P : “San aa ae ae 
lanes Fund mS £575,000 Subscribed Capital £8,916,660 
= Paid-up Capital - 2,229,165 
ectors: 
CoLtn F, CAMPBELL (Chairman), R, E. ALEXANDER, Reserve Fund - £2,893,335 
G. C, ALEXANDER, SIR AUSTIN E. HARRIS, K.B.E., ‘ 
E. GorE Browne, D.S.O. Uncalled Capital - 6,687,495 
Manager: Sub-Manager: ; #£11,809,995 
FRANK NEWCOMB, B. F. CREWDSON, C.B.E. ne 


Head Office:— 


APPROVED MERCANTILE BILLS 10 CLEMENTS LANE, LOMBARD STREET, 


DISCOUNTED. 
and 77 KING WILLIAM STREET, LONDON, E.C.4. 
MONEY RECEIVED ON DEPOSIT LONDON WALL Branch—63 London Wall, E.C.2. 


AT CALL AND SHORT NOTICE WEST-END Branch, 9 Northumberland Avenue, W.C.2. 


AT CURRENT RKET RATES, NEW YORK Agency: 67 Wall Street. 
AND FOR LONGER PERIODS HAMBURGA : Bank of British West Africa. L 
PON SPECIALLY AGREED et Se en OR, 
U 49-53 Schauenburger Strasse. 
TERMS. OVER 340 BRANCHES, SUB-BRANCHES and 
LOANS GRANTED UPON AGENCIES in SOUTH and EAST AFRICA. 


NEGOTIABLE SECURITIES. e ° ° 
THE COMPANY DEALS IN Banking Business transacted in 


BRITISH TREASURY BILLS OF all Parts of the World. 
ANY MATURITY. BERTRAM LOWNDES, London Manager. as 
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International Bank 


™mERIRST 
NATIONAL BANK of 


BOSTON 


1784 3 3 1928 
BOSTON, U.S.A. 


Foreign Branches 
Havana Buenos AIRES 


European Representatives 


LonpoNn Paris BERLIN 
24, Old Broad St. 39, Rue Cambon 52, Unter den Linden 


Capital and Surplus - $40,000,000 


THE 


Australian Bank of Commerce, Limited 


INCORPORATED IN NEW SOUTH WALES. 


Authorised Capital- - - £5,000,000 
Capital Subscribed and Paid ke - £2,194,239 
Reserve Fund’ - - + +  £1,000,000 
Aggregate Assets 30, 6/27 : - - £18,366,297 
DIRECTORS : 
SIR MARK SHELDON, K.B.E., Chairman. H. R. LYSAGHT, Esq. O.B.E. 
FRANK N. YARWOOD, Esa. F.C.P.A. JAMES KELL, Esa. 
LIEUT.COL. THOMAS L. F. RUTLEDGE. GEORGE J. SLY, Esq, LL.D. 


GENERAL MANAGER : 
Cc. M. C. SHANNON. 
LONDON BRANCH DIRECTORS : 


A. DODDS FAIRBAIRN, Esa. ALFRED SHEPHERD, Esa. 
JAMES TUKE, Esa. 


HEAD OFFICE: SYDNEY, NEW SOUTH WALES. G. W. Orp, Manager, with 
158 Branches and Agencies in New South Wales. 

BRISBANE OFFICE. Georce H. Howeit, Manager, with 26 Branches and Agencies 
in Queensland. 

MELBOURNE OFFICE : 325 Collins Street. M. Burton Finney, Manager. 

ADELAIDE OFFICE: 35 Rundle Street. R. T. Moonie, Manager. 

PERTH OFFICE : 73 St. George’s Terrace. A.C. Dispin, Manager. 

LONDON OFFICE: 62 Bishopsgate, E.C.2, Arruur F. Jenkins, Manager. 

The London Office is prepared to transact every description of Banking Business. 


For the convenience of its Customers the Bank has special arrangements, where not directly repre- 
sented, with other Bankers throughout Australasia, New Zealand, the United Kingdom, the Far East 
and elsewhere whereby it is able tocarry out all requirements with promptitude and to best advantage. 


































( viii ) 


BANK OF NEW ZEALAND. 


Bankers to the New Zealand Government. 


Authorised Capital - 87,561,238 











Paid-up Capital, as at 31st March 1927 pies saa Sea . £6,529,185 
Reserve Fund and Undivided Profits wits wa ide se 3,609,655 
£10,138,840 » 





Aggregate Assets at 31st March 1927 £48,860,540. 





London Office: 1 QUEEN VICTORIA STREET, E.C.4. 
Negotiates and Collects Bills of Exchange. Grants Drafts on its Offices in New Zealand, Australia, Fiji, and 
Samoa. Remittances made by telegraphic transfer. ROBERT MILL, Manager. 








ENGLISH, SCOTTISH AND 
AUSTRALIAN BANK, LTD. 


HEAD OFFICE—S Gracechurch Street, E.C.3, 
and 414 Branches and Agencies throughout Australia. 


SUBSCRIBED CAPITAL ee ee ee oe £5,000,000 0 0 
PAID-UP CAPITAL .. ee ee es ee 3,000,000 0 0 
FURTHER LIABILITY OF PROPRIETORS 2,000,000 0 0 
RESERVE FUND “e8 es ee ee - 2,925,000 0 0 


Letters of Credit and Drafts on the Branches and Agencies of the Bank in Australia can be obtained at the Head 

Office, or through the Agents of the Bank in the chief Provincial towns throughout the United Kingdom. 

Bills Negotiated or forwarded for Collection. Remittances made by Telegraphic Transfer. 

Banking and Exchange Business of every description transacted with Australia E. M. JANION, Manager. e 





YOKOHAMA SPECIE BANK, LIMITED. 








ESTABLISHED 1880. (Registered in Japan.) | 
Capital Subscribed and Fully Paid - - Yen 100,000,000 | 
Reserve Fund - - - - Yen 96,500,000 | 


Head Office: YOKOHAMA. 

BRANCHES and AGENCIEs at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 
(Dalny), Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, , 

London, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Pekin, Rangoon, 

Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). | 
The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers | 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits j 
received for fixed periods at rates to be obtained on application. } 
London Office:—7 Bishopsgate, London, E.C.2. 

D. NOHARA, Manager. 



















A. M. BONNER, L™® “i | | 





30 LIME ST. and 7 BLOMFIELD ST. ' 
LONDON, E.C.3 LCNDON, E.C.2 
Tel : Tel: | 


Avenue 0794 City 1956 


<UBBER STAMPS" 


DATING STAMPS, URGENT ORDERS AUTOMATIC NUMBERING AND 


ENDORSING INKS AND et DATING MACHINES, COMPANY 
SELF-INKING PADS A Speciality SEALS, GENERAL ENGRAVERS 





ud 
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BANK OF NEW =_— WALES 


(ESTABLISHED 1817.) 





Paid-up Capital ... ; re .. £7,423,440 
om * ey, Th aa 5,650,000 


Reserve Fund 
Reserve Liability 

7,423,440 
£20,496,880 


of Proprietors 
AGGREGATE ASSETS, 30 Sept. 1927 __... ..  £87,781,128 14 6 
Head Office—SYDNEY, NEW SOUTH WALES. 


General Manager—OSCAR LINES. 
BRANCHES AND AGENCIES IN 
NEW SOUTH WALES (201); QUEENSLAND (54); VICTORIA 
(56); SOUTH AUSTRALIA (7); WESTERN AUSTRALIA (21); 
TASMANIA (3); NEW ZEALAND (72); FIJI (3); PAPUA (2); 
MANDATED TERRITORY OF NEW GUINEA (1); FEDERAL 
TERRITORY (1); LONDON /( 


LONDON DIRECTORS: 
H. I.. M. Tritton, Esq. Chairman. WALTER S. M. Burns, Esq. I, C. GeppEs, Eso. 





J. S. Campsett, Manager. WD. GeEppre, Asst. Manager. A.1,. KENNEDY, Secretary. G.S, Ket1, Accountant, 


The London Office issues drafts on demand on its Head Office (Sydney, N.S.W.) and 

Branches in all the Australian States, New Zea.and, Fiji, Papua, and Mandated Territory 

of New Guinea. Makes Mail and Cable Transfers. Negotiates and Collects Bills of 

Exchange. Arranges Wool and other Produce Credits. Receives Deposits for fixed periods 

on terms which may be known on application; and conducts every description of 
Australasian Banking Business. 


London Office: 29 THREADNEEDLE STREET, E.C.2 


OTTOMAN BANK 


Established 1863. 


| | CAPITAL, £10,000,000. 
PAID UP, £5,000,000. 


| London Office: 
26 THROGMORTON ST., E.C.2. 


Manager: E. W. H. BARRY. 








BANCA NAZIONALE 
DI CREDITO 


Capital—Lire 300,000,000 
Reservre— Lire 40,000,000 





; Deposits pe Deputy Manager: R. S. C. PEARCE. 
(30th September, 1927) Assistant Manager and Secretary: C. E. L, CORTHORN. 
Assistant Manager: W. P. SHEPPARD. 


—about Lire 2,000,000,000 





Paris: 7 RUE MEYERBEER. 


CONSTANTINOPLE and throughout TURKEY. 
MANCHESTER: 56/60 Cross Street. 
MARSEILLES: 41/43 Rue Grignan. 

EGYPT: Alexandria, Cairo, Ismailia, Mansourah, 
Minieh, Port Said. 
PALESTINE: Jerusalem, Jaffa, Caiffa, Nablouz. 
TRANSJORDANIA: Amman. 
CYPRUS: Nicosia, Larnaca, Limassol, Famagusta, 
Paphos. 
Filiale for SYRIA: BanquedeSyrieet du Grand Liban. 
GREECE. MESOPOTAMIA. PERSIA. TUNIS. 
(Over 80 Branches in the Near East.) 


Head Office: MILAN 


Offices at: 
Milan, Naples, Genoa, Rome, 
Turin, Palermo, Trieste, 
Bologna, Florence, Venice. 
Over 60 Branches in the princi- 
pal industrial and commercial 





points of Italy. 


The Bank has been established for over 60 years, and 
has its own Branches or Agents in every important 
commercial town in the Near East. 

Drafts and Telegraphic Transfers issued. Letters 
of Credit granted. Exchange & Insurance 
operations effected. 


EVERY KIND OF BANKING BUSINESS 
TRANSACTED 
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THE OUT-STANDING 
MERITS OFA 
GREAT PENCIL 





: 





PERFECTION is the 

attribute common to all 
VENUS pencils—each one 
is as good and true to grade 
as the world’s largest manu- 
facturers of quality pencils 
can make it. 


ENUS 
PENCILS 


17 Blacklead Degrees & Super 
Copying(Medium&Hard) 

_ 44each -3/9perdozen 

Venus Copying (Medium&Hard) 
34 each-2 per dozen 


ITS THE LEAD INSIDE 
G MAKES THE VENUS GLIDE > | 


Banco Agricola 


Comercial 


SAN SALVADOR, 
CENTRAL AMERICA 


Agencies in the principal cities 
of the Republic 


Banking connections throughout 
Europe and the United States 


Specially organized service for the 
Collection of Foreign Drafts 
and Bills 


THE 


LONDON & EASTERN 
TRADE BANK LTD. 


(Established 1920) 


61/62 GRACECHURCH STREET, 
LONDON, E.C.3 


Telegraphic Address: 
EASTRABANK, LONDON. 


CAPITAL 
AUTHORISED -  £1,000,000 
SUBSCRIBED & PAID UP £600,000 


BANKING SERVICE FOR 
INTERNATIONAL TRADE 


INQuIRIES INVITED FROM MERCHANTS 
AND SHIPPERS FOR EVERY DESCRIPTION 
OF BANKING BUSINESS. 











THE 


NATIONAL BANK 


LIMITED 
Established 1835 


Head Offices: 
13-17 Old Broad St., London, E.C.2 


Capital Subscribed £'7,500,000 
Capital Paid Up £1,500,000 
Deposits, etc. £37,162,306 
(at 30th June 1927) 
Reserve Fund £1,390,000 


y 
I, 


ENGLAND 


13 Old Broad Street, London, E.C.2, 
and 26 Metropolitan & Provincial Branches 


IRELAND 


34 College Green, Dublin, 
and 229 Branches & Sub-Offices throughout 
the Country 


tw 


SJ 


Every description of Banking, Foreign Ex- 
change, Income Tax and Executor & Trustee 
Business Transacted 


GREGG PUBLICATIONS 


For Commercial and _ Professional 
Students. 


BANKER AND CUSTOMER 


By S. Evely: Thomas, B.Com. 
“A very comprehensive and up-to-date 
exposition of the principles and practice 
of banking as conducted in this country.” 

Bankers’ Magazine. 
Invaluable to the practical bankman, 
as well as to students preparing for 
banking examinations. 732 pages; 
bound in cloth - - 12s. 6d. 


ELEMENTS OF ECONOMICS 
By S. Evelyn Thomas, B.Com. 


“A half-guinea for such a work is well 
spent.” —Financial News. 


A comprehensive work dealing in 
clear style with the whole field of 
economic theory. 676 pages; bound 


in cloth - - - 10s. 6d. 


Obtainable from all Booksellers 
and the 


GREGG PUBLISHING COMPANY, LTD. 


Kern House, 36-38 Kingsway, London, W.C.2 














PITMANS 
BOOKS 


Just Published, 


DICTIONARY OF 
FIRE INSURANCE. 


Edited by BERNARD C. REMINGTON, F.C.LL., 
Gold Medallist, Chartered Insurance Institute, Final 
Examination. 

A thoroughly up-to-date work of reference on 
all matters connected with Fire Policies. 
Half Leather, 489 pages. 30s. net. 


INCOME TAX RELIEFS. 


By A. W. RAWLINSON, A.C.A., Joint Author of 
“Double Income Tax Relief.” 

Deals very fully with the law and practice re- 
garding reliefs which may be obtained from Income 
Tax and Super-Tax. 

20s. net. 


THE FINANCE OF FOREIGN 
TRADE. 
By WM. F. SPALDING, E,L.B. 

A practical guide to the operations of Banker 
and Merchant, describing fully the methods of 
financing foreign trade and the rules to which the 
importer and exporter have to conform when seeking 
financial facilities from bankers. 

7s. 6d. net. 

“In elucidating the intricacies of foreign trade 
and commerce .. . Mr. Spalding has performed a 
public service.”"—Financial Times. 


STATISTICS AND THEIR 
APPLICATION TO COMMERCE. 
By A. LESTER BODDINGTON, Fellow of the 

Royal Statistical and Economic Societies. 
Part I deals with the compilation of statistical 
data, and Part II with the presentation and uses of 
statistical data. 
Fourth Edition. 12s. 6d. net. 


ENGLISH BANKING METHODS. 


The Practical Operation of an English Bank. 
By LEONARD LE MARCHANT MINTY, Ph.D., 
B.Sc.(Econ.), B.Com. 

Third Edition. 15s. net. 

“Dr. Minty’s new book fills a gap in our banking 
literature which has long been somewhat of a 
blemish upon the literary record of our profession. 
Dr. Minty is to be congratulated.”—Journal of the 
Institute of Bankers. 


MODERN FINANCE AND 
INDUSTRY. 

By A. S. WADE, City Editor of the Daily News. 

A plain account of the British Financial System 

which will be read with particular interest by 

persons interested in financial affairs and students 
of general economics. 

5s. net. 

“A valuable analysis of the character and 

functions of the British financial system.”’—I nvestors’ 

Guardian, 








Full particulars and Special Catalogue of Banking 
Books will be sent post free on request. 


SIR ISAAC PITMAN & SONS, LTD. 


PARKER ST., KINGSWAY, LONDON, W.C.2 
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BANCO DO BRASIL 


Head Ofice: Rua 1° de Marco 66, 
Rio de Janeiro 


100.000.000 $000 
136.331:234 $476 


Capital - - - 
Reserves - - - 
Paper- Currency 


Redemption Fund  74.§40:745 $008 


Last Dividend 20% 





Branches in the chief commercial 
cities of Brazil and Agents 
in smaller towns and abroad. 


All manner of banking transactions under- 
taken. Current accounts opened, with or 
without limit; fixed deposits received; 
premium bills. Drafts, promissory notes 
and signed accounts discounted. Loans 
effected gn approved security; payments 
undertaken at home and abroad. Letters 
of Credit issued on all the principal home 
and foreign cities, etc. 








BANCA FRANCO | 


ROMANA 


DE COMMERCE & INDUSTRIE, SOCIETE ANONYME, 


Etablie Juin, 1914. 


120,000,000 Lei 
17,326,796 ,, 


Capital versé - - 
Réserve - - - - 


SIEGE SOCIAL, 


5 Rue Bursei, Bucarest, Roumanie. 


Adresse telegraphique: * FRANCOBANK.” 


SUCCURSALES ET AGENCES: 


Alexandria, Caracal, Campina, Cernauti, 


Constanta, Gaesti, Giurgiu, Orsova, 

Panciu, Ploesti, Rosiori de Ved, 

Silistra, Sinaia, Slantina, Slobozia, 

Timisoara Turnu, Magurele, Corabia, 

Costesti, Draganesti, Faurei, Mézil, 

Moreni, Urziceni, Vida, Zimnicea. 
etc., ete. 








THE 


MITSUI BANK 


LIMITED 


INCORPORATED IN JAPAN 
FOUNDED 1680 


Capital subscribed Yen 100,000,000 
Capital paid up- - Yen 60,000,000 


Reserve Fund - - Yen 58,400,000 
(June 1927) 


Head Office: TOKYO, JAPAN 


Branches in all the principal cities 
in Japan, and in New 
York. Shanghai, Sourabaya. 


Bombay, 


LONDON OFFICE : 
Winchester House, Old Broad Street, 


E.C.2 
Telephone- - - LONDON WALL 3221-2 
” ” 4239 


Cable Address “‘MITSUIGINK, LONDON.” 





STATE BANK 
OF THE U.S.S.R. 


Decree of the Soviet 
12th October, 1921. 


Created by Government of 


Chervonetz 
Capital 25,000,000 
Bank Note Issue on Jan. 1, 1928 es 104,403,725 
Issue Dept.’s Gold 
and Platinum Reserve do 20,931,132 
Issue Dept.’s Foreign 


Currency Reserve do. 7,349,997 


-1 Chervonetz contains 119.4826 grains of pure 
gold and equals £1 1s. 1jd.cr $5.14}. 


Head Office and Foreign Dept., MOSCOW. 


500 Branches. 


N.B. 


The Bank effects mail and cable remittances in all parts 
of the Soviet Union and engages in Home and Foreign 
Banking Business of every description. 


AGENTS AND CORRESPONDENTS IN ALL PARTS OF THE 
WORLD. 


LONDON CORRESPONDENTS.—Lloyds Bank  Ltd.; 
National Provincial Bank Ltd.; Midland Bank L,td.; 
Westminster Bank Ltd.; Barclays Bank Lid.; N. M. 
Rothschild and Sons; Hambros Bank Ltd.; Kleinwort, 
Sons and Co.; J. Henry Schréder and Co.; Samuel 
Montagu and Co.; S. Japhet and Co. I,td.; Fredk. 
Huth & Co.; Equitable Trust Co. of New York; 
National City Bank of New York; Bank for Russian 
Trade Ltd.; Moscow Narodny Bank Ltd. 
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THE 
MOSCOW NARODNY BANK 
LIMITED 


ESTABLISHED 1919 


Heap OfFice : 
300 High Holborn, London, W.C.1 


Paris Branco: 26, Rue Vivienne, Paris 


BerLin REPRESENTATION : 
Kurfiirstenstrasse, 33, Berlin 





- £1,000,000 
750,000 
116,803 


Authorised Capital . 
Paid-up Capital - - - . 
Reserve Fund & Undivided Profit - 





The Bank finances the export and import operations 
of the Russian Co-operative and other Societies, 
Principal Foreign Agents of the All-Russian 
Co-operative Bank, Moscow and Branches. 
London Correspondents of the State Bank of 
the U.S.S.R. 

Every kind of Banking Business Transacted. 


Remittances to Russia effected. Letters of Credit 
and Drafts issued on Moscow and other centres in 
Sterling, U.S, Dollars, and Tchervonetz, Collections 
undertaken. 


Correspondents in all Principal Centres of Europe, 
The U.S. of America, and everywhere in the U.$.8.R. 








BANK FOR 
RUSSIAN TRADE 


LIMITED 
58/60 MOORGATE, 


LONDON, E.C.2. 


Cable Address: 
*“SOCRABANK” 


Telephone ;: 
LONDON WALL 9o8ts (5 lines) & 
4412 (5 lines). 


AUTHORISED CAPITAL - £750,000 
PAID-UP CAPITAL - - £550,000 
- £140,000 


Established in 1923 to assist in the rebuilding 
of the Russian Foreign Trade. 


RESERVES - - - 


MAIL AND TELEGRAPHIC TRANSFERS. 
LETTERS OF CREDIT. 
FOREIGN EXCHANGE. 

BILLS DISCOUNTED, NEGOTIATED, AND 

COLLECTED. 

SHIPMENTS FROM AND TO THE 
U.S.S.R. FINANCED. 
DEPOSIT AND CURRENT ACCOUNTS. 
AGENTS OR CORRESPONDENTS AT ALL 
BANKING POINTS OF THE U.S.S.R. AND 
THROUGHOUT THE WORLD. 











EORGE III 


never 


did like 


America, nor Wigwams, nor log 
cabins either; so he flung away 

the American Colonies he had never 
seen. If he could see them now—as he 
ought to see them—from his suite in a 
Bowman Biltmore Hotel, he’d be a 
naturalized citizen within a _ week. 
Bowman Biltmore Hotels quicken the 
polished grandeur and meticulous cour- 
tesy of the eighteenth century with the 
best of our modern practised efficiency. 


FREE 
IN LONDON 


TRAVEL 


SERVICE 
AND PARIS 


Let the Bowman Biltmore Travel Bureau, 11 
Haymarket, London, or 2 Rue de la Paix, Paris, 
help you plan your trip, make your reservations 
for you in train, steamship and hotel, and 
relieve you of all the worry and responsibility. 
Write for illustrated brochure or call 


personally. 


POWAL AN 
BILIMO 


Joun McEnTEE Bowman 
PRESIDENT. 


New York.—The Biltmore, 
Hotel Commodore, Hotel 
Belmont, Murray Hill 
Hotel. 

PROVIDENCE, R.I.—Provi- 
dence Biltmore. 

Los ANGELES, CaL.—Los 
Angeles Biltmore. 

SANTA BARBARA, CAL.— 
Santa Barbara Biltmore. 

Havana, CuBa, — Sevilla 
Biltmore. 


Havana Biltmore Yacht 
and Country Club. 


HorEes> 


BELLEAIR, FLa.—Belleview 
Biltmore. 

CorAt GABLES, MIAMI, FLA, 
—Miami Biltmore. 

ATLANTA, Ga. — Atlanta 
Biltmore. 

New Lonpon, Conn.—The 
Griswold 

WitminGton, Det. — Du 
Pont Biltmore. 
OPEN THIS YEAR 

Dayton, On1o.—Dayton 

Biltmore. 
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ALLIANCE 


Assurance Company Limited. 
Head Office: 


BARTHOLOMEW LANE, LONDON, E.C. 2 
Established in 1824, 


Assets exceed £25,000,000. 


Directors: 
CHARLES EDWARD BARNETT, EsQ., Chairman. 
LIONEL N. DE ROTHSCHILD, EsQ., O.B.E., Deputy-Chairman. 
Sir IAN HEATHCOAT AMoRY, BarT., C.B.E. ; C. SHIRREFF HILTON, Esq. 
RIGHT HON. VISCOUNT BEARSTED, M.C. W. Douro Hoare, Esq., C.B.E.- 
FREDERICK CAVENDISH BENTINCK, Esq. R. M. HoLtanpD-MartTIn, Esq., C.B. 
ALFRED FOWELL BUXTON, Esq. Davip LANDALE, Esq. 
JOHN CarTor, Esq. S1rR CHRISTOPHER T. NEEDHAM. 
Lorp DaALMENny, D.S.O., M.C. CECcIL FRANCIS PARR, Esq. 
Major GERALD M. A. ELLIs. COMMANDER M. P. B. PoRTMAN, R.N. 
FREDERICK CRAUFURD GOODENOUGH, Esq. | WILLIAM HEARD SHELFORD, EsQ. 
THE MARQUESS OF HARTINGTON, M.P. HENRY ALEXANDER TROTTER, EsqQ. 


% 





grants 


INSURANCES OF ALL KINDS : 


LIFE (with and without Profits). Assurances with Disability Benefits. 
Estate Duty Policies. Staff Assurance and Pension Schemes. 
Group Life Assurances. Children’s Deferred Assurances 
and Educational Endowments. Annuities. 


SINKING FUND and CAPITAL REDEMPTION. 
FIRE. 

MARINE. 
BURGLARY and THEFT. 


ACCIDENTS of all Kinds: Personal Accident and Disease, Third 
Party, Drivers’ Risks, Lift, Plate-Glass, and Workmen’s Compensa- 
tion with Special Policies for Domestic Servants. 


MOTOR CAR, MOTOR CYCLE. 
FIDELITY GUARANTEE. LIVE STOCK. 
BOILER and MACHINERY INSURANCE and INSPECTION. 


COMPREHENSIVE POLICIES FOR BUILDINGS OR CONTENTS OF 
DWELLING-HOUSES. 


THE COMPANY IS EMPOWERED TO ACT AS EXECUTOR AND 
TRUSTEE. 


Particulars of any of the above will be sent on request. 
T. B. Ponsonby, General Manager. 








Ve TE HE FETE HEHE HE HE HE TE HE HE HE HE He HE AE HE TE HE HE SE TE HGH ae HE HG HE HE HE HE HE HE HE 28 EH HE 28 HEHE HE 26-8 9G 98 28 46-26-26 VE 9G HE He 6 HE tHE HE HE HE FE HE HE HE HE HE 18H Hh A IE HE 98 96 98-98-48 EE 


7] 
% 


38-96 6-6 36 96 96-36 36-38 
~ | 
hm 
™ 
™ 
> 
2) 
| 
AEIEIGHIEEHHGHIEEHIHHEHEHGHHEHEHE HEHEHE HEHEHE HEHEHE HEHEHE HEE EHH EO Eb Rae: 


+ 2b He He IE HE HE HE AE HE IE HE HE HE IE A HE A HE AE HE SE SE HE HEE HE HE 98 TE HE TE A HE AE SE HE HE HE SE HE 9 HE HE TE HE TE HE HE IE HE HE HE HE SE IEEE 


ok 











af 





cd 


C96 I He He Ht 98 HE He ae 26-9 96 36-4 SE ok 48 98 46 


+ 
vi 


SETTER RRR RT ETH eH FE HE He IE He EE Ve TE $6 HIE NE HE 36-36-46. 26-46 

















THE 


BANKER 


THE BANKER 
IS PUBLISHED BY EYRE AND 
SPOTTISWOODE LIMITED, HIS 
MAJESTY’S PRINTERS, FROM 
9 EAST HARDING STREET, 
LONDON, E.C.4 
* 

THE ANNUAL SUBSCRIPTION 
RATES ARE AS FOLLOWS: 

BY POST IN THE UNITED 


KINGDOM .wccccccccscne 15s. 

BY POST TO CANADA..... 15s 

BY POST ELSEWHERE 

ABROAD .ccccccsccvcece 17S. 
* 


THE EDITOR WILL BE GLAD 
TO RECEIVE MS. ARTICLES, 
THOUGH EVERY CARE WILL BE 
TAKEN, HE CANNOT HOLD 
HIMSELF RESPONSIBLE FOR 
ARTICLES SENT HIM 
* 


BRENDAN BRACKEN, EDITOR 


NEW YORK CORRESPONDENT: 
MR. HENRY PARKER WILLIS, 
COLUMBIA UNIVERSITY 


PARIS CORRESPONDENT: M. 
JOSEPH CAILLAUX, SENATEUR, 
ANCIEN PRESIDENT DU CONSEIL, 
II2 BOULEVARD HAUSSMANN 


BERLIN CORRESPONDENT: DR. 
GUSTAV STOLPER, BELLEVUESTR 
I4 BERLIN W.9. 


January, 1928. 


CONTENTS 
A Banker’s Diary 


Leading Articles : 


Unsettled Questions of Monetary Policy... 
Standardized Cheques and Warrants 
Banks and the Cotton Industry 


Creation of Credits by Bankers 
[By 4. C. Pigou] 
The New Coinage of 1927 


[By Sir Charles Oman, M.P.] 
I—The Midland 


Studies in Banking History. 
[By R. H. Mottram] 
Banking in the United States 

[By H. Parker Willis] 


Labour and the Surtax. <A Reply 
[By the Rt. Hon. Wm. Galen, LL.D., M. P. ] 


Some Reflections on American Tariff Policy 


[By Foseph Caillaux] 


Books 


The Belgian Sechilination ond its : enaiee 
[By Dr. Louis Franck, G.CV.O.] 


Law Reports 


[By Our Legal Correspondent] 


German Banking and Finance 


[By Our Berlin Correspondent] 


International Banking Affairs 


A Review of Banking in 1927... 


Belgian Public Finance 


The New Headquarters of the Midland Bank.. 


(By Prof. C. H. Reilly] 





NuMBER 24; VOLUME 5 


PAGE 


2 


6 
fo) 


15 
18 


24 


56 
63 


72 
78 
82 


94 
106 


113 


INTERNATIONAL ACCEPTANCE BANK 


International Banking Transactions 


Paut M. Warsurc, Chairman 


INCORPORATED 


F. Appot GoopHuE, President 


NEW YORK 




















( xvi ) 


FIRE LIFE 


MARINE ACCIDENT 





LIFE BONUS 1925: 
COMPOUND REVERSIONARY BONUS OF £2% per annum. 


1 KING WILLIAM STREET, E.C. 4. 
Marine Dept. :—157 LEADENHALL STREET, E.C.3. 


ASSETS EXCEED 


£11,000,000 


THIRD CENTURY OF ACTIVE BUSINESS. 


BRANCHES AND AGENCIES THROUGHOUT THE WORLD. 





APPLICATIONS FOR AGENCIES INVITED. 





BANKER 


JANUARY 1928 No. 24 








SIR MONTAGU TURNER 

































THE BANKER 


A Banker's Diary 
Mid-November to Mid-December 


THE annual report of the Agent-General for Reparation 
Payments, covering the year to August 31 last, was 
. issued at the middle of December. It 
Reparation (ontains full particulars as to the fulfilment 
Report ae ; “es 
of the programme (see October issue) and 
commentary on the financial and economic situation in 
Germany. Reference is made to the Agent-General’s 
memorandum on the federal, state and communal 
finances and to the German Government’s reply (see 
December issue), while the report includes a discussion 
of the questions which have arisen as to the order of 
priority of reparation and other external debts. Em- 
phasis is laid on the first charge placed on German 
revenues and assets in the interest of reparation creditors 
under the Versailles Treaty. The outstanding question 
of the fixing of Germany’s total liability is referred to as 
follows : ‘“‘ Neither the reparation problem nor the other 
problems depending on it will be finally solved until 
Germany has been given a definite task to perform on 
her own responsibility, without foreign supervision and 
without transfer protection.’’ Copies of the report 
will be obtainable from H.M. Stationery Office. 


On December 7 a consignment of $1 million of gold was 
shipped from New York to London, this being generally 
ee regarded as the first post-war shipment from 
— America to Great Britain arising out of 
Shdeannen exchange movements. The metal was dis- 
posed of in the open market on December 

15, and of the total, £43,000 went to the Bank of England, 
the remainder being absorbed to meet trade requirements. 
A larger consignment, amounting to $74 millions, was 
dispatched on December 15. These shipments form part 
of a widespread distribution of American gold during the 
past few weeks. During November net exports of gold 
from the United States amounted to over $50 millions, 
while $40 millions were earmarked for foreign account. 
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The outward movement has continued to date, shipments 
taking place, among other countries, to Canada, Holland, 
Sweden, Poland, Argentina and India, besides Great 
Britain. 


DurinG November the greater part of the South African 
gold coming on to the London market was bought by an 
unknown buyer, generally thought to be 
Polish Gold the Bank of Poland. Confirmation was 
Purchases given to this deduction by the weekly 
returns of gold imports and exports, which 
showed that during the week ended November 30 
nearly £3 millions were shipped to Poland. A further 
fr million followed in the next week. The shipments 
were presumed to be the outcome of realization of the 
proceeds of the recent external loan (see November issue), 
while it is thought that, in addition, the Bank of Poland’s 
gold deposit at the Bank of England was being re- 
patriated. The gold holdings of the Bank, which stood 
at 329 million zloty on October 31, had risen by November 
30 to 508 millions (43°38 zl. =£1). 


THE negotiations preliminary to the granting of League 
of Nations assistance in the raising of an international 
P loan for Bulgarian financial reconstruction 
oe appear to have been suspended, owing to 
Inance ° 
disagreement between the Bulgarian 
Government and the representatives of the League. 
The latter, it seems, required as a condition of League 
assistance the transformation of the National Bank, 
at present a State institution, into a joint-stock company. 
The Bulgarian Government refused to assent to the 
proposal, on the ground that it would almost certainly 
be rejected by Parliament, in view of the likelihood 
of the bank’s passing into foreign control through 
acquisition of share holdings. 


In the earlier part of December settlements were reached 

in respect of the outstanding Greek war debts to both 

the United States and French Governments. 

a The former debt, amounting to nearly 

$20 millions, was funded under a scheme 

whereby liquidation is to take place through sixty-two 
B 2 
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annuities. In connection with the plans for refugee 
settlement the United States has undertaken to advance 
some $12 millions to the Greek Government at 4 per cent., 
repayable in twenty years. On account of this accom- 
modation the amount of the loan to be issued under the 
auspices of the League of Nations (see August issue) 
has been reduced to £64 millions. The agreement with 
the French Government involves submission to arbitration 
of the question of payment for materials supplied by 
France to Greece during the war. Negotiations for 
the actual issue of the League reconstruction Joan have 
now been opened. 


THE Portuguese Government has applied to the League 
of Nations for assistance in raising an external loan for 
p urposes of financial reconstruction, cur- 
ortugues€ rency stabilization and economic develop- 
Finance : . 
ment. The question has been referred to 
the Financial Committee of the League, which is to 
submit a report to the Council in March. 


THE lists for the Second National Loan of the Irish Free 
State were opened on December 3. The Dublin issue 
; amounted to £4,006,925 of 5 per cent. 
— _— registered and inscribed stock offered at 97. 
In addition, $15 millions of the same stock 
were offered in New York. The aggregate of £7,089,175 
is part of a total contemplated issue of {£15 millions, 
repayable at par between 1950 and 1960. The sterling 
and dollar issues are to be interchangeable at par after 
May 1, 1928. The proceeds of the loan are to be applied 
to productive purposes and to meeting non-recurrent 
budget expenditure. Among other things, a part is 
to be used to assist in financing the Shannon electricity 
scheme. The New York issue was quickly oversubscribed, 
and the lists for the Dublin portion were closed a day 
early, on December 13. 


ABouT the middle of December it became known that 
the Peruvian Government was about to issue an external 
; loan to an amount of $50 millions. This 
oe operation is part of a scheme for refunding 
the entire external debt, amounting on 

June 30 to over £124 millions, of which the greater part 
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was in dollars. In addition to refunding operations, the 
proceeds of the new loan are to be devoted in part 
to exchange stabilization and to the creation with 
Government assistance of a central mortgage bank 
for agricultural development. The Peruvian pound, 
which is nominally equal to the British, stands at 
a substantial discount in terms of sterling, which was 
quoted at the middle of December at a premium of 20 to 


25 per cent. 


AT the beginning of December it was announced that 
an agreement had been arrived at, and had received 
; Treasury approval, for an amalgamation 
English — between the Bank of Liverpool and Martins 
Banking 
Amalgamation and the Lancashire and Yorkshire Bank. 
The former, a member of the London 
Clearing House, dates from 1831, the present title being 
the outcome of the fusion in 1918 between the Bank of 
Liverpool and Martins Bank. It has over 400 branches, 
largely in the north, while its deposits amounted on 
June 30 last to £59 millions, and its paid-up capital to 
£2} millions. The Lancashire and Yorkshire Bank was 
founded in 1872 and took over the business of the Alliance 
Bank. It has over 150 offices, and its paid-up capital 
and deposits amounted on June 30 last to £1} millions 
and £23 millions respectively. The combined institution 
is to be known as Martins Bank Ltd. A meeting of 
shareholders of the larger bank was held on December 16, 
when the proposals for acquiring the Lancashire and 
Yorkshire Bank and for changing the bank’s name were 
approved. A confirmatory meeting is fixed for January 3 


THE rush of new capital issues continued throughout 
the month, the flow being characterized by a wide 
variety of industrial offerings. The total 
New Capital of new money raised during November, 
Market according to the Midland Bank’s statistics, 
was higher, at £48? millions, than for any 
other month since March 1920. A Commonwealth of 
Australia loan of £7 millions of 5 per cent. registered stock 
at 974 was left to the extent of three- _quarte rs with the 
underwriters. This issue was followed by one of 
£7 millions of 5} per cent. inscribed stock at 99$ 
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behalf of New South Wales, and less than half of this too 
was taken up by the public. The Palestine issue at 100} 
of £4,475,000 of 5 per cent. stock, guaranteed by the 
British Con ernment, was readily oversubscribed. The 
Corporation of Brighton mate a successful offer of 42 per 
cent. redeemable stock at 974, while the Port of London 
Authority issued £3 millions of 5 per cent. inscribed 
stock at 99, which was readily taken up. An issue at 
g2 of £1} millions of 6 per cent. sterling bonds by the 
Bank of the State of San Paulo was oversubscribed. 





On November 24 the Bank of Finland reduced its discount 

rate from 6$ to 6 per cent. The Imperial Bank of India 

raised its rate from 5 to 6 per cent. on 

Bank Rate December 8. It was announced that as 

Changes from January 1, 1928, the discount rate of 

the Bank of Estonia, henceforward to be 

known as the Estonian Central Emissions Bank, would 
be lowered by 4 to 73 per cent. 


Some Unsettled Questions of 
Monetary Policy 


Committee in its first report laid down the general 

principle that the Currency Note and the Bank of Eng- 
land Note Issue should be amalgamated, and that “‘ when 
the fiduciary portion of the issue has been reduced to 
the amount which experience shows to be consistent 
with the maintenance of a gold reserve of £150,000,000 
in the Issue Department of the bank, the outstanding 
Currency Notes should be returned and Bank of England 
notes of low denomination substituted.”’ It is three and 
a-half years ago since, by a Treasury minute of June Io, 
1924, a committee was appointed to “ consider whether 
the time has now come to amalgamate the Treasury 
Note Issue with the Bank of England Note Issue, and, 
if so, on what terms and conditions it should be carried 
out.” That committee devoted most of its attention 
to recommending the return to the gold standard; but, 


|: is now eight and a-half years ago that the Cunliffe 
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nevertheless, whilst believing that “the precise date of 
amalgamation loses most of its importance,” in the event 
of the re-adoption of gold, also anticipated that “if the 
free gold market is restored at the end of 1925, the 
experience necessary to enable the amount of the fiduciary 
issue to be definitely fixed will have been obtained by 
the end of 1927. The transfer of the issue could then 
take place early in 1928. But it may well be possible 
to accelerate these dates in the light of experience. 
The committee was, then, clearly of opinion that the 
maximum period of delay should not be more than two 
years after the establishment of the gold standard. 
In fact, owing to the circumstance that the return to 
gold took place in April 1925, instead of at the end of 
that year, nearly three years’ experience has been gained 
of the working of a free gold market. And yet—though 
it is known that the bank is preparing the necessary 
machinery for the manufacture of the new £1 and Ios. 
notes—not a word has been vouchsafed the public as 
to when amalgamation will take place or as to the terms 
and conditions of amalgamation. These questions were 
to have been solved by the committee of 1924, but to 
none of them was a definite answer then given. Since 
then nothing has transpired. 

For many reasons we think this a very unsatisfactory 
state of affairs. The year 1928 is the last year in which 
the necessary legislation can be introduced and passed 
by the present Government without the danger that its 
intentions might be upset by a sudden general election. 
If it waits until 1929 it may not be in office. If it should 
be the case that it is outnumbered after the general 
election, an entirely new situation will have been created. 
Whatever the intentions of the Labour Party may be, it 
will certainly not consent to the passage of new currency 
legislation without an inquiry, and that may involve 
very considerable delay and not inconsiderable risk to 
the stability of the money market. If, then, the Chan- 
cellor desires to amalgamate the issues, the Budget of 
1928 is the obvious instrumentality for the realization 
of his desires. 

But it is almost inconceivable that Mr. Churchill 
will proceed to such a step without some further investi- 
gation of the position. We do not believe that it is 
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desirable that the Treasury and the bank should be 
allowed to settle the amount of the Fiduciary Circulation 
without an inquiry and report of some kind. And this 
for two very simple but very important reasons. In 
the first place, because public opinion is entitled to a 
reasoned statement of the grounds upon which the 
amount arrived at is really based. In the second place, 
because the issues involved in fixing the amount of the 
Fiduciary Circulation are seen to be very much more 
important than they appeared when the reports of 
1918 and 1924 were drafted. Our present system of 
Note Issue as governed by the Bank Act of 1844, whatever 
be the merits it otherwise possesses, is exceedingly 
wasteful of gold. If the Fiduciary Circulation is fixed 
at what is, in the view of the present circumstances, a 
low figure, an expansion of the demand for currency in 
the future must be met by an importation of gold. If 
the pessimists are right, gold will in future have to be 
economized, unless prices are to be allowed to fall. The 
fixing of the Fiduciary Circulation involves, therefore, 
much more than the petty question of the contribution 
which the bank is to make to Government for the privilege 
of note issue. It involves the future of gold prices and 
the bearing of British Central Bank policy on the economi- 
cal use of gold. For reasons which are obvious, the 
gold standard imposes an effective check on the use of 
a fiduciary circulation as a means of stimulating business, 
and great harm has been done because the question of 
the size of the Fiduciary Circulation has been viewed 
solely from this erroneous standpoint. But it does not 
follow that because public opinion has been misled on 
this particular point, that the right course to pursue is 
to settle the whole problem without any regard to public 
opinion at all. If this is so, and if some official inquiry 
is necessary, when does the Chancellor of the Exchequer 
propose to appoint the members of the committee ? 
And what terms of reference is the committee to have ? 

If, as we believe to be the case, public opinion at the 
present time is on the whole antagonistic to the trend 
of our recent monetary policy, the fault does not lie only 
with those who have been the critics of the Government 
and the bank. Both the Government and the bank 
have been constrained by the fact of the return to gold: 
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the argument that the Government is dominated by 
an “‘ irresponsible’ Bank of England advanced by the 
Labourites really cancels out Mr. McKenna’s recent 
argument that the Treasury controls the bank; both 
are controlled by the objective facts of the situation. 
If public opinion is bewildered and hostile it is not only 
the fault of the critics, it is largely the fault of our mone- 
tary authorities themselves, who have been deliberately 
secretive, where secrecy was not only not a help but a 
positive hindrance. 

The Bank of England is at the present time the most 
secretive central bank in the world. Is there any need 
for this? We believe not. In the first place, in so far 
as bank policy involves the co-operation of other in- 
stitutions, secrecy is unavailing. The information leaks 
out sooner or later, and in these days sooner rather 
than later, in the American Press. Days before the 
appointment was made known officially here, the Ameri- 
can Press had announced what was an important inno- 
vation in the administrative policy of the bank. Con- 
gressional Committees, with Governor Strong “on the 
stand,” freely discuss matters relating to the co-operation 
of the Reserve System with the Bank of England ; the 
relations of the Netherlands Bank with the Bank of 
England in 1925 were made public in the annual report 
of the former institution for all the world to read. Next, 
a great deal of the information which is asked for need 
not be published immediately; it is sufficient if it is 
available at regular intervals and in a systematic form. 
We do not ask that the Bank of England should rival 
the Reserve System by publishing a ‘monthly bulletin ; 
but we do ask that the bank should issue an annual 
report, and give us in that annual report some of the 
data which it ought to have at its disposal if its executive 
authorities are really alive to the desirability of basing 
policy upon ascertained facts covering as wide an area 
as possible. No one desires the bank to inform the 
world from day to day what is doing; what is desired 


_is that the bank should furnish one with the materials 


by which its policy can be properly judged. 

In this respect precedent is against the present policy 
of hushing everything up. In the troubled period which 
followed the Napoleonic wars—which presents so many 
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analogies with our own day—inquiry followed inquiry 
into the policy and practices of the Bank of England, 
with the result that we know more about the bank in 
the period 1819-1875 than we have ever been allowed 
to know since. And yet the difficulties of the present 
day, politically and economically, are greater than they 
have ever been before. Has not the time arrived when 
the bank should do something more than drop discreet 
hints through one or two irresponsible exponents as to 
what its policy is, and give the world some of the 
elements upon which its policy is based ? 


Standardized Cheques and Warrants 


N a recent address Mr. A. M. Samuel, M.P., late Minister 
| for Overseas Trade, and now Financial Secretary to the 

Treasury, referred to the benefits of standardization. 
“Go,” he said, “into a bank tomorrow, and ask to be 
shown the thousand and one different sizes and patterns 
of dividend warrants and vouchers. You will ask your- 
self the reason for the waste of time, and therefore money, 
arising out of the lack of reasonable uniformity in the 
wording, size, and shape of dividend warrants and 
vouchers.”’ There is no doubt that the great diversity, 
which extends not only to dividend warrants and vouchers 
but also to cheques and drafts in general, is quite un- 
necessary, and no one would be more pleased than the 
banks to see some degree of uniformity. There are, 
however, numerous difficulties involved, and the efforts 
made in the past to secure a common size have not met 
with success. The advantages of uniformity are fairly 
obvious. In the course of the year, millions of drafts 
pass through the hands of the banks. These drafts 
have to be listed several times, both by the receiving 
and collecting banks, and eventually have to be posted 
into ledgers and entered in passbooks. Much of the work 
is performed under considerable pressure, and everything 
possible is done to expedite the system and to reduce 
the number of errors. The numerous sizes of drafts 
definitely handicap this process of acceleration and 
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improvement. It is very much easier to list a bundle, say, 
of 500 cheques of a common size than it is to deal with 
an equal number of cheques of varying sizes, and although, 
in the latter case, the additional time involved in dealing 
with each unit may be very small, it becomes large 
when multiplied by the number of vouchers handled. 
Moreover, the liability to error is increased by the various 
sizes, because, for example, of the danger of a small 
cheque being overlooked between two or more larger 
ones. Another disadvantage is that the larger the 
cheque, the greater, as a rule, is the weight, and, when 
dealing with thousands of cheques, weight is an important 
consideration, particularly in the matter of postage 
expenses. From the printing point of view there must 
be enormous waste in producing such a variety of different 
forms and, although the cost of special printing falls upon 
the customer, that fact does not diminish the necessity 
to effect whatever economy is possible. 

In spite of the admitted benefits of uniformity, how- 
ever, no progress has been made in this country in giving 
effect to it. The reasons are various. To take cheques 
alone, the needs of every customer are not identical. For 
example, it isquite common forthe cheques of a company to 
require the signatures of two directors and the secretary, 
and the space required for these signatures, together with 
the name of the company itself, would scarcely be provided 
by the ordinary cheque form of the private customer. 
On the other hand, if the private cheque were increased 
to the size most convenient for a company, it would 
doubtless be regarded as too large. Another difficulty 
is that the great majority of important companies prefer 
to have their cheques specially printed, rather than to use 
the ordinary forms supplied by the banks. This pre- 
ference is not difficult to understand. To some extent 
it serves as an advertisement. The name of the company 
is printed boldly at the head of the cheque and again 
appears in print above the signatures. Each company 
has its own design and fixes the size of the cheque to 
meet that design. The special printing saves a good deal 
of clerical labour in writing, or in stamping with a rubber 
stamp, the name of the company on each cheque, while, 
in addition, a printed cheque provides some measure 
of safety against fraud. If a company uses exclusively 
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its own specially printed cheques, to which only authorized 
parties have access, a more effective control is exercised. 
Another cause of diversity is the practice of some cus- 
tomers to require a receipt to be given at the foot of 
cheques issued by them, and the provision of the neces- 
sary space for this purpose often adds considerably to 
the depth of the cheque. Moreover, custom is a very 
difficult thing to break down; and as for generations it 
has been the practice in this country for each customer 
to satisfy his own wishes as to the size and description of 
the cheque he uses, it would be no simple matter to insist 
upon an alteration. 

In the matter of dividend warrants the position is 
equally difficult. Most dividend warrants are discharged 
by the payee, not on the back, as in the case of cheques, 
but on the front, in a space provided at the foot. Very 
often the dividend warrants contain details of the shares 
or stock to which they relate, and as these particulars 
differ both in detail, in length, and in their setting, it is 
not surprising that the sizes of dividend warrants are 
extremely varied. Some dividend warrants are now 
entirely printed, including both the name or names of 
the payees and the amount. Doubtless, the appliances 
to prepare these warrants already exist, and it would 
involve great difficulty and expense to alter the 
arrangements. Even in other cases of special printing, 
the preparation of new designs, blocks, plates, etc., 
would entail considerable expense, and, unless customers 
could see the prospect of ev entual economy, they 
would not readily assent to any alteration. It would 
be very difficult for the banks to endeavour to lay 
down hard-and-fast rules as to the size of cheque or 
dividend warrants their customers should use. It is 
extremely doubtful whether, without being very arbitrary, 
they could do so. Broadly speaking, a banker is bound to 
honour the drafts drawn upon him by his customer if the 
drafts are correctly drawn and the necessary funds are 
provided, and though it is open to the banker to state 
the conditions upon which he is prepared to open or to 
continue an account, he must not do anything which, 
in the light of all the circumstances, could be regarded 
as unreasonable. Possibly on purely we 9 grounds the 
banks would -be able to enforce a collective decision to 
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collect free of charge drafts of standard sizes only, 
but much friction would result. 

The position is not the same as in the case of an article 
sold in the shops. If manufacturers were to decide to 
standardize screwdrivers into a small number of standard 
sizes, a buyer who had previously been accustomed to a 
wide selection would not be grieved at the restricted 
choice, provided he could obtain the article he wanted. 
In the case of specially printed cheques and dividend 
warrants, however, the user has already incurred con- 
siderable expense in providing the material necessary for 
subsequent supplies, and any change, therefore, is, in 
the first instance, an additional expense. 

Nevertheless, in spite of all the complications, to allow 
the present position to continue is unsatisfactory. While 
it seems quite impossible to look forward to a uniform size 
which would be suitable for ali cheques, dividend warrants 
and other vouchers, it would certainly appear that some- 
thing might be done to adopt a distinctly limited number 
of standard sizes to meet the varying needs. For this 
purpose three or four sizes might well prove sufficient, and 
their adoption, though it would lack the benefits attaching 
to a single size, would still be of considerable advantage. 
We should no longer see cheques ranging from the size 
of a little more than a visiting card to that approaching 
a sheet of foolscap. Many of the cheques and dividend 
warrants used today are quite fantastic, both in size and 
design, and if the problem of size were tackled, it would 
probably be possible to obtain greater degree of uniformity 
in wording and design as well. No doubt, the process 
would have to be a gradual one. It would be necessary 
to allow time for the exhaustion of existing stocks, for 
the various customers to effect the necessary changes 
without inconvenience, and for the numerous printers 
concerned to alter their equipment ; but if customers were 
satisfied that eventually they would effect an economy— 
and the whole object of standardization is to effect 
economies—there seems no reason why a well-supported 
measure to secure some degree of uniformity should not 
achieve success. This prospect would seem to be all the 
greater in view of the fact that, owing to the comparatively 
small numbers of banks now existing in this country, there 
should beless difficulty in securing concerted action by them. 
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Martins Bank 


ie the entire vitality of English banking does 
not reside exclusively in the Big Five is proved 
abundantly by the absorption of the Lancashire 
and Yorkshire Bank by Martins Bank. This institution 
has never courted the limelight that has been poured on 
many a younger bank. It might have been thought that 
its directors sought obscurity, so little has been heard of 
this, one of the oldest of the private banks. Indeed, 
had it not been for the misfortune of destruction by fire, 
its records might have been found to go back as far as 
any. As it is, there are balance sheets of a primitive 
nature available from the seventeen-thirties, by which 
time a firm of the present name was established upon 
what is, making allowance for that saraband of rebuilding 
that Lombard Street is always dancing, approximately 
its present site. The Grasshopper sign is less certainly 
derived from the great Gresham of the Royal Exchange, 
but has been so long and so conspicuous a landmark that 
its own legend is remarkable enough with or without 
fabulous pre-history. 

Martins Bank has passed through every stage in the 
long evolution of British banking. Deriving from a 
goldsmith’s counter, it was one of the old private part- 
nerships of London, was known to Pepys and Gay, and 
shared in the Lotteries and other adventures of the 
eighteenth century. It subscribed to charities for French 
émigrés, for sufferers by West Indian fires, by the loss 
of the Royal George, for the wounded seamen of the 
Glorious First of June, and the Battle of Camperdown. 
It made “ Voluntary Contributions” to the Hessian 
Forces in America, for the suppression of the Mutiny 
at the Nore (and also for a sermon on the same), and for 
the Battle of the Nile. 

Captain Cook also figures in its ledgers, along with the 
nobility and gentry and, many times, our embarrassed 
Government. 

How near Martins Bank was to forestalling the policy 
of the Big Five is shown by the fact that, in the eighties, 
it opened five branches in West Kent, and, for some reason, 
stopped there, and opened no others. In 1924 it was 




























MARTINS BANK 15 


constrained to follow where it had led, and amalgamated 
with the Bank of Liverpool. Thus we have the curious 
development of an essentially London bank becoming 
one of the Northern group, a classification it has now 
confirmed by its most recent step. Very sensibly, the 
directors have come into line in the matter, far more 
important than it may. seem, of reverting to a brief, 
plain, intelligible title in place of the ponderous nomen- 
clature that all our big banks have acquired through the 


amalgamation process. 


Banks and the Cotton Industry 
\ TRADE depression, or a bad harvest; a falling 


off of exports or an increase in imports, or any 

other calamity will always stir up some critics 
of the banks. How often have we been told that banks 
do too little to support industry. Though this hoary 
accusation has been refuted upon many occasions, it 
still survives and is likely to continue until the end of 
time. It is somewhat refreshing, therefore, to observe 
that some new critics have appeared on the horizon 
who maintain that Lancashire banks give excessive 
support to industry, thereby neglecting their plain duty 
of forcing many of their customers into the bankruptcy 
court. The most eminent of these critics is Mr. S. S. 
Hammersley, the Unionist Member for Stockport, who 
has been confiding to the House of Commons his plan 
for restoring Lancashire’s ancient prosperity. Mr. Ham- 
mersley believes that some Lancashire banks are applying 
artificial respiration to two hundred moribund mills 
to the great detriment of the cotton industry. He 
advises the banks to join together in the destruction of 
at least fifty of these mills and the reconstruction of 
the remainder. He observes that, as the banks have 
advanced £15,000,000 upon rather inadequate security, 
they are in a position to dictate to the shareholders and 
managers of these mills. Let bankers, therefore, prepare 
a scheme for the modernization and general reorganiza- 
tion of the mills, and proceed to ram it down the necks 
of mill managers. It may be objected that, as bankers 
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know so little about the technical organization of the 
cotton industry, they are not the best persons to carry 
through such a reconstruction. But Mr. Hammersley 
ignores such feeble quibbles. He has apparently a high 
opinion not only of the universal expertness of bankers, 
but also of their ingenuousness and disinterested prin- 
ciples. He says, in effect, that as Lancashire banks have 
advanced huge sums to the shareholders of cotton mills 
whose properties have so greatly deteriorated that recon- 
struction is a vital necessity, they should, therefore, give 
a lead by wiping out the sums advanced, but before 
making this quixotic gesture let them coerce directors 
and managers of mills into recasting their old-fashioned 
business methods. 

Mr. Hammersley is himself an eminent cotton spinner 
and a diligent and well-informed politician. Most bankers 
will agree with his opinion that the rationalization of the 
cotton industry is urgently necessary. But they have 
neither the power nor the desire to set themselves up as 
the tyrant-godmothers of the cotton industry. While 
they are perfectly willing to co-operate in any practical 
plan for the reconstruction of that industry, they are 
not prepared to take the lead in dictating to the directors 
and managers of the mills. Still less are they willing to 
voluntarily sacrifice bank shareholders’ resources in any 
attempt to assuage difficulties created by financiers during 
the “‘ boom ”’ period, or by the internal conditions of the 
cotton trade. These losses must be borne by the share- 
holders who take the profits of the mills. The banks’ 
function is simple. They generally advance money at 
4 or I per cent. above bank rate, and they expect these 
advances ‘to be repaid in accordance with the conditions 
attached to them. If some of the advances degenerate 
into bad debts, the banks must deal with these losses as 
best they can, just as mill shareholders must put up with 
the exigencies of their particular trade. 


Mr. Edmund Parker, LL.D., has retired from the board 
of Barclays Bank and has been appointed an advisory 
director. Sir Frederick Bowring and Mr. Roger Henry 
Parker have been elected directors of the bank. 
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The Underwriter 


New Supplement to THe Banker 


INCE its first issue, in January 1926, this journal 

has given much space to the discussion of insurance 

affairs, and from time to time the publishers have 
received many requests that further space should be 
given to insurance subjects. They have, therefore, 
decided to publish regularly an Insurance Supplement 
entitled ‘‘The Underwriter,” which will not only record 
important insurance developments in various parts of 
the world, but will also combine and examine the objects, 
relations, and tendencies of interest to all concerned in 
the business of insurance. 

In many ways banking and insurance institutions are 
interdependent. Both are confronted by problems of 
extreme complexity and originality arising from post- 
war conditions. Many aspects of these problems require 
careful research and criticism, which cannot be directly 
undertaken by banking and insurance institutions, as 
they relate to controversial aspects of economics, finance, 
and public affairs. 

“The Underwriter” will be edited by Mr. John Waller 
Hills, M.P., formerly Financial Secretary to the Treasury, 
and chairman of the Credit Insurance Committee. 

Apart from articles regularly contributed by eminent 
authorities on all branches of insurance, each issue will 
contain a number of features, such as a survey of impor- 
tant insurance developments compiled by a system of 
correspondents in all parts of the world, an analysis of 
decisions affecting insurance law, and a review of books 
relating to insurance. 

The publication of this Supplement will greatly 
increase the size of THE BANKER, and will enable the 
proprietors to include many additional features of 
interest to bankers and insurance officials. The price 
of THE BANKER (which will include ‘‘ The Underwriter ’’) 
will therefore be increased to 2s. 6d. per copy, or 33s. 
post free to any part of the world as from February. No 
additional charge will be made to subscribers until the 
expiration of their present contracts. 
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Creation of Credits by Bankers 
By A. C. Pigou 


(Professor of Political Economy, Cambridge University) 


HERE has, in the course of the last year or two, 

been some controversy concerning the power of 

bankers to “create credit’; one group of writers 
asserting that they possess and exercise this power, 
another asserting that it is impossible for them to do 
more than lend again a part of what other people have 
lent to them. The editor of THE BANKER has invited 
me to write a short article on this matter. In my view 
the differences of opinion that have been expressed are, 
in the main, concerned with words. If this is so, it 
should be possible to state the case in a way that will 
clear up some misunderstandings. This is what I shall 
endeavour to do. 

What is actually made use of in industry are materials, 
implements and the services of labour. These are the 
things that industrialists, anxious to extend their busi- 
nesses, desire to obtain. They are real resources, not 
credit, and nobody has ever suggested that the banks 
have power to create them. The claim is that they can 
create command over these things and hand it to business 
men. These men are thus enabled to purchase from other 
people the real resources that they need, and to employ 
them as capital in industry, instead of allowing them to 
be devoted to immediate consumption or to waste away 
in idleness. When it is said that the banks have power 
to create credit, this is always what is meant. 

The term credit, however, is still somewhat ambiguous. 
A man is said to have good credit if people trust him and 
are ready to lend him money. In this sense credit is a 
quality attaching to people and institutions on account 
of their reputation. Nobody claims that banks can 
create credit in this sense of the word. For the purposes 
of this discussion credit means something objective, 
namely, a quantity of purchasing power, “‘ credited” toa 
borrower and held at his disposal. It will reduce the 
risk of confusion, therefore, if we drop the term credit and 
substitute for it purchasing power. Can bankers create 
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purchasing power; or are they merely mediators between 
one set of people who hand over purchasing power to 
them for custody and another set of people to whom they 
in turn lend out a part of what they have received ? 

This question sounds straightforward and definite 
enough. But there is even yet an ambiguity. For the 
quantity of purchasing power existing at any time may 
be measured in either of two ways. On the one hand it 
may mean the number of units of money over which 
people have control—the quantity, in {£’s sterling, of 
legal tender money plus bank-notes plus bank balances 
in circulation. On the other hand, it may mean the 
quantity of stuff over which this quantity of {’s sterling 
gives command. It is clear that, if the bankers are 
unable to create purchasing power in the first sense, they 
must also be unable to create it in the second sense. But 
the converse proposition is not true. Even though it is 
in their power to add to the sum of {£’s sterling, it is not 
necessarily in their power to add to the value in terms of 
stuff of the sum of £’s sterling. The two questions have, 
therefore, to be considered separately. 

In any given set of general conditions, the public of 
any country find it convenient to keep, on the average, 
a certain definite proportion of their real wealth in an 
immediately available form as legal tender money, bank- 
notes or bank balances; for, by so doing, they are 
enabled to conduct their daily transactions without 
trouble or friction, and are also safeguarded, in a measure, 
against embarrassment by sudden calls. The proportion 
of their wealth that they choose to hold in these forms 
will, indeed, vary from time to time, but, in general, the 
causes of these variations are outside the control of 
bankers. So far as this is so, the quantity of purchasing 
power, measured by its value in terms of real things, 
that is in existence at any time is unaffected by anything 
that bankers can do. If they were to double the quantity 
of purchasing power measured in {£’s sterling, each £ ster- 
ling would become worth half what it was before, and 
the aggregate stuff-value of the sum total of £’s sterling 
in existence would be unaltered. Subject to qualifications 
which are not relevant to the present purpose, it is 
generally agreed that bankers cannot create purchasing 
power in the sense of augmenting the aggregate 
stuff-value of extant purchasing power. Attention may, 
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therefore, be concentrated on the question whether they 
can create purchasing power in the other sense. 

Savings banks, like ordinary banks, receive deposits 
and use these deposits, not, indeed, in making loans to 
individuals, but in making loans to Government and in 
purchasing securities. Nobody, however, has ever sug- 
gested that savings banks do or can create purchasing 
power—and this, in spite of the fact that their deposits 
are enormously in excess of their cash reserves. Wherein 
does the difference between these banks and ordinary 
banks consist? The answer, of course, is that the 
receipts they give to customers are not, while those that 
ordinary banks give are, of a kind that can be used as 
purchasing power. If there were no such things as bank- 
notes or cheques bankers might still accept money from 
some members of the public to hold for them at call, and, 
relying on the fact that their “ depositors ’’ were very 
unlikely all to call at the same time, might re-lend a part 
of this money to other members of the public. Moreover, 
there would be nothing to prevent them from varying 
from time to time the proportion of the money deposited 
with them that they thus re-lent, so that the amount of 
money in the pockets of the public would become larger 
or smaller according as would-be borrowers were pre- 
pared to offer them high or low rates of interest. But 
actually to “‘ create’’ purchasing power would in these 
conditions be beyond their scope. Thus, suppose that, 
in the light of experience, they considered it safe to hold 
a 25 per cent. reserve against their liabilities at call. 
Somebody pays in over the counter £1,000 in money. 
They hold £250 in their vaults and re-lend £750. The pur- 
chasing power in the hands of the public as a whole has 
been reduced by the action of their depositors by £1,000. 
Through re-lending £750 the bankers have caused the net 
reduction of circulating purchasing power to be smaller 
by £750 than it would otherwise have been. This is all 
that they have done. They have “created” no pur- 
chasing power; they have merely resurrected £750 of 
purchasing power out of £1,000 which their depositors 
designed to bury. When, however, bank-notes and 
cheques come into existence the situation is quite different. 
For now the receipts, whether in the form of bank-notes 
or of book credits, which the bankers give in return 
for the {1,000 of ‘“‘ deposited’’ money, are themselves 
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purchasing power. Whenever banks take in money from 
depositors, hand out receipts to them and, thereafter, 
re-lend any of the money which has been deposited with 
them, they cause the sum total of purchasing power in 
the hands of the public to be fro tanto greater than it 
would otherwise have been. To accept £1,000 in cash 
from depositors, to re-lend £750 of it and to give in 
exchange for the £1,000 receipts which serve as purchasing 
power produces exactly the same effect as would be 
produced if, those receipts mot being serviceable as pur- 
chasing power, the bankers re-lent £750 out of the £1,000 
deposited with them and also lent another 1,000 sovereigns 
manufactured from a secret mine of their own. In this 
sense they do definitely create £1,000 of purchasing power. 

Of course, they do not do this entirely by themselves 
off their own bat so to speak—without co-operation on 
the part of the public. A bank-note is a promise on the 
part of a bank to pay legal money on demand: and so 
also is a “‘ credit ’’ in a banker’s books. Plainly mere 
willingness to issue bank-notes or to “‘ credit ’’ would-be 
borrowers with balances on which they are entitled to 
draw cheques will not lead to any creation of purchasing 
power, unless the public accept and use the banker’s 
promises to pay legal money as equivalent to actual legal 
money. If the promises are not accepted, or if, being 
accepted, they are instantaneously presented for encash- 
ment, no new purchasing power comes into being. As 
Professor Cannan writes: ‘A banker will, no doubt, 
lend his promises to pay on demand so long as there 
are people who will take them in exchange for goods and 
refrain from presenting them for payment; but these 
people are in reality making him a loan without interest. 
The extent to which he can borrow in this way limits the 
extent of his lending.’’* This is, of course, true. Nobody 
denies that for bankers’ promises to come to anything 
there must be somebody prepared to accept these pro- 
mises. But this is a formal point. The world in which 
we are interested is the real world where the public ave 
prepared to accept the bankers’ promises to pay and 
to use them as purchasing power. 

What has been said so far might, perhaps, suggest 
to a careless reader that, provided bankers always 
make their loans by actually paying out legal money, 


* “ An Economist’s Protest,” p. 259. 




















22 THE BANKER 





it is impossible for them to create a sum of purchasing 
power in excess of the existing sum of legal money 
for, in order that {£1,000 of purchasing power may 
be created by them at any time, at least {£1,000 
of legal money must be handed in over their 
counters. This reasoning is, however, incorrect. We 
may suppose that, against the original {1,000 handed in, 
they give £1,000 worth of notes and balances and re-lend 
£750 in money. The recipients of the money pay it 
away immediately, and the payees deposit it in the 
banks. The bankers hand to them in exchange {750 
worth of notes and balances, and re-lend, say, £650 of 
the money. This process may be repeated till a volume 
of purchasing power has been created enormously in 
excess of the volume of legal money in existence. Nor 
is this all. So soon as people are prepared to accept and 
use as purchasing power bankers’ receipts, there is 
nothing to prevent bankers from making loans in the 
form, not of money, but of these receipts. If they make 
their loans in this way—and, of course, in practice this 
is the way in which they usually do make them—their 
freedom to create purchasing power in excess of the 
volume of legal money in existence is still more apparent. 
It would, of course, be wrong to infer from this that 
bankers in ordinary circumstances have the power to 
create purchasing power to any extent they please. They 
are held in check by the fact that, in general, the right 
to issue legal money is either withheld from them alto- 
gether or is strictly limited. The restraining force acts as 
follows. When new purchasing power is emitted, whether 
in the form of notes or of balances subject to cheque, it 
tends to bring about a rise in prices. This in turn tends 
to set up a drain of legal money from the bankers’ reserves 
to the pockets of the people ; for, with a higher price-level, 
more legal money is needed for retail purchases and wage 
payments. If the stock of legal money may not be 
increased, this domestic drain, even supposing that no 
foreign drain accompanies it, cannot continue indefinitely 
without rendering bankers unable to meet with legal 
money cheques drawn upon them or notes presented for 
encashment. The bankers—I am here speaking, of course, 
of the banking system as a whole, including the Central 
Bank—will thus be debarred, in their own interests, from 
creating purchasing power in excess of definite multiple, 
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the magnitude of which is determined by a variety of 
conditions, of the extant volume of legal money. If the 
State, as happened during the war, comes to their aid by 
expanding this volume, their power to create purchasing 
power is correspondingly increased. The base of the 
credit structure being enlarged, the structure itself can 
be enlarged proportionately. But in all circumstances the 
structure is limited by the size of the base, and this is 
not under the control of bankers. 

We thus conclude that, where the public are prepared 
to make use of bank-notes or cheques, the banking system, 
viewed, so to speak, sub specie eternitatis, is able to create 
a large volume of purchasing power, in the sense in which 
we have been using that term. But it does not follow 
that at any particular moment it is able to create a large 
volume of purchasing power. Whether it is able to do 
so or not depends on how nearly it has approached the 
limit set by the factors considered in the preceding para- 
graph. If the system is already fully “extended,” : 

cannot extend itself any farther, unless new legal money i 
injected into its veins by the State. It has power to alahe 
purchasing power up to a certain point, but no farther. 

Only one other matter seems to call for comment. If 
it be true, as was argued in the second paragraph of this 
article, that creations of additional units of purchasing 
power leave the real value of the aggregate volume of 
purchasing power unaltered, it may seem at first sight 
that these creations can have no practical importance. 
If the new units were handed over to everybody in propor- 
tion to their existing holdings of purchasing power, this 
would, indeed, be so. But, of course, in fact the new 
units are not emitted in this way. They are handed to 
limited groups of persons—in war time to the Government, 
in ordinary circumstances chiefly to business men seeking 
loans. Consequently they may have large practical 
importance. If certain conditions of a somewhat com- 
plicated sort are satisfied,* they make the proportions in 
which these persons and other persons control the real 
resources of the community different from what they 
would otherwise have been; exacting what is, in effect, a 
forced levy from the general public and handing over the 
proceeds for use in war or in industry. 


* Cf. my ‘“ Industrial Fluctuations,”’ pp. 130-1. 
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The New Coinage of 1927 
By Sir Charles Oman, M.P. 


T last the new coinage is in our hands—the earliest 
A specimens, struck as proofs only, have appeared 
in time to enable benevolent donors to make 
Christmas gifts of them. But they were oniy available 
in sets, sold at a premium, and the banks will not be 
able to issue them for general currency till the New Year. 

Everyone intereste -d in the Mint, from the artistic or 
historical point of view, will be delighted to learn that 
we have once more a crown piece. The series of these 
great medallic coins had been unbroken from Elizabeth 
down to 1902, though in two reigns, those of William IV 
and Edward VII, the issue had been very scanty. Still, 
it was always possible to procure specimens of the crowns 
of those two monarchs at no very ruinous cost. 

That of George V does not, as many had hoped and 
expected, revert to the old Pistrucci type of St. George 
and the Dra igon which served for the issues of George IV, 
of the 1887 and 1893 sets of Queen Victoria, and for the 
all too rare emission of Edward VII. Certainly Pistrucci’s 
classical design was generally liked—despite criticisms 
as to the saint’s unwisdom in tackling a monster that 
spat fire and venom with no better protection than a 
cloak of modest dimensions, and as to the impossibility 
of his making an end of the creature, as it sprawls on the 
ground, by means of the very short Roman falchion 
which is now his sole weapon. Putting such practical 
considerations aside, public opinion approved the com- 
position, and we do not know why the Advisory Com- 
mittee, which works for the Chancellor of the Exchequer, 
determined to reject it. Perhaps its members were 
actuated by a laudable desire to encourage modern art 
and to avoid automatic repetition. They have not fallen 
back on the purely armorial and heraldic types which 
prevailed from Charles If down to George II, and which 
were revived with differences on the coins of William IV 
and of the first issue of Victoria. Instead, they have 
given us a wholly new design, a very large imperial 
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crown, enclosed in a wreath, from which project three 
roses and three thistles. The Irish shamrock has 
apparently vanished, unless some of the foliage of the 
wreath represents it, which on careful examination 
does not seem to be the case, for there are many berries 
in its circle, which seems to be composed of laurel twigs. 

It will be remembered that this new crown will not 
circulate in the Irish Free State, which has just devised 
a coinage of its own with strange types of salmon, pigs, 
and cattle. On the whole the piece has a bold and 
pleasing aspect, and might have escaped criticism but 
for the memory of Pistrucci’ s St. George, its immediate 
predecessor. The committee adopted it after pondering 
over many designs, some of which got so far towards 
comple tion as the proof stage. One of them was 

Britannia Pacifera,’’ a seated figure of Britannia holding 
out an olive branch to the world, with around “ Give 
Peace in Our Time, O Lord”’: her helm is by her side 
and her shield laid down. This essay was obviously 
inspired by old Roman originals, but bears a slight 
resemblance to the reverse of the “ cart-wheel”’ copper 
twopence of George III, on which, as on this essay-piece, 
Britannia is unhelmed and holds out an olive branch, 
though she still holds her trident aloft. 

A crown as the central device of a large coin had not 
been seen before in the national currency. But it had 
appeared on several local and provincial issues, such as 
the siege money of Newark and the ‘“ Ormonde ”’ crown, 
in the times of the civil war of King and Parliament in 
the seventeenth century. It had also been used on the 
original Bombay rupee, on the shilling of the Irish 
gun-money of James II, and on the Victorian halfpenny- 
pieces of some of the North American colonies, before 
the Dominion of Canada came into existence and intro- 
duced the valuation in dollars and cents. In all these 
cases, however, the crown shown had been of lower 
shape than that on this coin of 1927, where it is higher 
and more sharply arched. The nearest approach to it 
in older coins is that to be seen on the portraits of 
Henry VII and Henry VIII upon their gold sovereigns. 

One feature in the whole of the new coinage which 
must command the approval of everybody is the im- 
proved execution of the King’s head on the obverse. 
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Mackenall’s original design has been retained, but the 
relief is somewhat higher, and the hair of the head and 
beard is much more clearly indicated. On the earlier 
silver it was so slightly represented that a year’s wear 
removed nearly all traces of it. The little B.M. of the 
artist’s initials can still be read by a keen eye under 
the King’s neck. 

The half-crown is, in the opinion of many, not such 
a satisfactory coin as the crown. The whole of its reverse 
is occupied by a long and rather narrow shield of late 
fifteenth- or early sixteenth-century shape, with the 
characteristic incut at the top of the dexter side, which 
allowed the spear to lock in to the shield when set in rest. 
There is no crown above the coat of arms, as had been 
seen in every previous issue of this denomination, and 
it is this fact which has given the shield its somewhat 
over-elongated shape. The broad spaces in the field 
on either side of the main design have been filled up 
by two crossed capital Gs, back to back, an ornament 
copied from the two crossed Cs which Briot introduced 
when he struck his beautiful pattern-set for Charles I. 
But Gs do not balance quite so well as Cs, owing to the 
heavier build of their lower finial. We must find space 
for a word of praise for the heraldry in this shield, which 
has dropped the Victorian style of recent issues and gives 
us lions of true medieval cast, not reproductions of 
Zoological Gardens lions on a small scale, which are not 
true heraldry. The Irish harp, it may be noted, has 
lost the female head and wings of classical design which 
the eighteenth century introduced, and has gone back 
to the shape of the simple Celtic harp familiar on Irish 
coins of Henry VIII or Elizabeth. 

The florin has a reverse which in a general way 
follows the type of the first issue of this denomination 
under Queen Victoria in 1848, the main design being 
four shields set in a cross. But instead of the elaborate 
pattern of Gothic spandrels and flowers, which filled the 
angles between the shields in the coin of 1848, we have, 
as the florins of 1887 and 1g11, four sceptres placed 
between the shields—a device which first appeared on the 
guineas of Charles II. Above each of the sceptres, not 
above the four shields as in previous florins, are four 
imperial crowns, of the same high-arched pattern that is 
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to be seen on the five-shilling piece. The central point, 
where the butts of the four sceptres meet, in the interior 
of the pattern, is covered not by the Star of the Order of 
the Garter, as in recent coinages, but by a large capital G. 
The whole design is pretty and compact—the weak point, 
perhaps, is the balance of the central G, which, facing 
in one single direction of necessity, has not the advantage 
of the star on the earlier coins, which showed equally 
well from all points of the compass. 

The shilling of the new issue is the only coin of the 
series which presents a pretty close resemblance to the 
piece which it supersedes. It represents a crowned lion 
of medieval aspect, standing on a high-arched imperial 
crown, “statant regardant’’ as the heralds have it. 
This shilling only differs from its predecessor in that the 
lion and crown are not enclosed in a ring-border, and that 
the beast is not of the Zoological Gardens or naturalistic 
type, as on the “lion shillings” of George IV and 
Edward VII, but of the purely heraldic type, with a 
three-forked tail exceeding all natural dimensions. 
The design may probably be traced back to the gold 
half-florin of Edward III, which was the first English 
coin to figure the lion statant, poised on a crowned 
helm. The removal of the ring-border from the shilling 
is a distinct improvement, and the new coin is very 
pleasing. 

Unlike the shilling, the sixpence and threepence of 
the set display entirely original types. Each bears a 
wreath, or perhaps, rather, a posy of oak twigs bearing 
acorns, making a circular device. The larger coin shows 
six, the smaller three acorns, in order to indicate their 
difference in value. The accurate eye will detect the 
words SIX PENCE and THREE PENCE between the acorns, 
but they are not very evident at the first glance. The 
type is pretty and quite original—the only criticism that 
will be made is that the denominations are not very 
obvious without careful inspection. 

In the middle of the oak twigs the observer with a 
keen eye will detect the minute initials of K.G.: these of 
Mr. Gray, the designer of the whole series of reverses. 
Still longer search will discover them tucked into 
unobtrusive corners of all the coins of the series—we 
will not spoil a series of puzzles by indicating their exact 
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emplacement—which every purchaser of the official set 
may discover for himself by diligent search. 

The pieces which have just become available are all 
brilliant proofs, struck, with special care, on burnished 
“blanks.’’ No one would suspect that they were of any 
material save the old-time fine silver of pre-war days. 
But, alas! their metal is the same 50 per cent. alloyed 
mixture which Sir Austen Chamberlain introduced in an 
unhappy moment, after the price of silver had reached 
a temporary maximum of 88 pence per ounce in 1920. 
All previous attempts to blend silver with an equal 
quantity of base metal have been failures. The coins of 
1922 broke or flaked away in the hands of the public. 
Those of 1923-26 begin after a few years of wear and 
tear to show unsightly patches of yellow or red on the 
Royal countenance, where the alloy has begun to peep 
through the silver coating. It remains to be seen whether 
the new issue will maintain its present satisfactory 
colour, or whether it will, after a year or two, show the 
same signs of 1ts true material as have its predecessors 
since the year of the great debasement. It is much to 
be desired that the Chancellor of the Exchequer should 
undo the evil work of six years back, and restore the 
old standard. With silver at 25d. an ounce, or there- 
abouts, there is already such a splendid gain of 
“seignorage’’ on every coin issued, that there seems to 
be little necessity for making a very small extra profit 
on the alloy. It appears more than doubtful whether 
the metallurgists will ever succeed in compounding a 
mixture of silver and any base metal which will bear the 
hand of time without becoming dull and unpleasant to the 
eye. The experiments made in past ages, from the time of 
the Emperor Gallienus to that of Henry VIII, always 
ended unhappily and left a discoloured and repulsive 
currency as their legacy to the world. 

Since there is to be no general recoinage, and no with- 
drawal of the unsatisfactory issues of 1922-26, it appears 
likely that the bulk of new money put forth in 1927 will 
be small, and that to be issued in 1928 perhaps not over- 
whelming. in quantity. Wherefore collectors would do 
well to provide themselves, without delay, with a set of 
the “proofs” of the current year which will give place 
to coins dated 1928 within a few days or weeks. 
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Studies in Banking History 


1. The Midland 
By R. H. Mottram 


N any survey of the banking system of England, the 
| Bank of England has a natural precedence. Next come 
the Big Five, falling naturally into the Major Three, 
and two rather smaller institutions. The Major Three in 
turn resolve themselves into two, which have retained the 
names and some of the characteristics of the old private 
banking tradition and largely Quaker foundation. 

Having surveyed one of these—Barclays (see January 
1927 issue)—the inquiring mind naturally turns to the 
completest possible contrast, to be found in the history 
and character of the Midland Bank. 

There is hardly a point at which this, in some respects 
the largest of the enormous modern combinations, does 
not stand in the sharpest relief against its peers. It may 
not be fanciful to recall its first titl—Birmingham and 
Midland—and to suggest that its distinctive policy is, in 
some measure, due to the cast of the business mind in the 
centre of England. So, in that district where there is the 
least domination by landowning families and staple indus- 
tries, the early policy of the Midland may have received 
its determining stamp. And most astonishingly has it 
retained that impress. Not only does it lack a personal 
name, but it is controlled more than any other without 
the delegation of any considerable authority to local 
boards or committees, or by retaining intact the organiz- 
ation of the smaller, and in some cases older, firms that 
it has absorbed. Essentially commercial, rather than 
agricultural or seafaring, in its early dealings, and having 
necessarily a shorter period of inheritance of ancient 
family connections, it built up, among the smaller or 
moderate-sized businesses of the centre of England, its 
method of dealing with the individual according to the 
figures he could show. The last two decades of extra- 
ordinary development have tended to obliterate these 
differences ; yet even to this day the Midland stands, more 
than any other, differentiated from its fellows. 
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And here comes the paradox. The Midland, always 
“Joint Stock” and never “Private” in type, most 
impersonal in its view, is perhaps most personal in its 
dealings. And, most astonishingly, no bank owes so 
much to one individual’s genius. 

Edward Holden (granted a baronetcy in 1909) joined 
the bank in 1881 and appears already to have been power- 
ful in 1891, as his name is associated with the first impor- 
tant amalgamations and the removal of the head office 
to London. In 1898 he became managing director of the 
newly-named London City and Midland. It has been 
usual to qualify the influence of Sir Edward Holden by 
the statement that the management has always been 

‘democratic ”’; that power has always been delegated to 
assistant general managers and similar brevet ranks. 
The truth is that, in the Midland, unhampered by some 
of the conditions of the older institutions, it was possible 
to select the man for the job, to train his successor with 
longer sight and surer forecast, than is sometimes the 
case. Ideas like the amalgamation policy, the inception 
of a Foreign Exchange Department in 1905, and the 
choice of an ex-Cabinet Minister to succeed the then 
chairman, do not occur to committees. The name of 
Holden will be associated with them despite the modesty 
which has so far deprived the public of any biography 
of that remarkable man. Yet his life is of paramount 
importance in any consideration of the bank he influenced, 
controlled, and largely made, and it has all the interest 
that attaches to those now-gigantic-seeming nineteenth- 
century figures that we may regret or deplore, but which, 
we must all admit, we cannot breed in our generation. 

His type was peculiar to England and North America. 
Liberal in politics, he has that size and weight in his public, 
that touching simplicity in his private, life that we all 
associate with his kind. The man who believed in com- 
petition, and took care that no one could compete with 
him in banking amalgamation or in personal effort, was 
the man who married the sweetheart of his boyhood, and 
insisted on her reading and discussing with him all those 
subjects the mastery of which made him so considerable 
a figure in the war decade. He cared for nothing but 

“shop,” talked it at all hours, took it to his bedside in 
the form of books, filled his holidays with it. That is 
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precisely what any working bank clerk feels about the 
Midland. 

Sir Edward Holden is said to have been kind-hearted, 
generous, and self-forgetful. There is every evidence that 
he was. But that has to be reconciled with the rest of 
him—-an implacability, a directness that we cannot believe 
brooked much argument. He consulted with others; 
could manage, tactfully, delicate missions. Did he ever 
wait to be advised or give way on any vital point ? 

There is a fashion, now, to call his power democratic. 

Let us leave it that he knew how to choose his sub- 
ordinates; and let any who wish to, call them democrats. 

The general history of the Midland runs nearer to the 
parallel course pursued by Barclays and Lloyds, and sub- 
sequently by the others of the Big Five and the Northern 
group. The actual root of that enormous growth which 
is known today as the Midland is the Birmingham and 
Midland Bank, established in Birmingham in 1836, a 
year of great activity in the setting up of the newly- 
conceived joint-stock organizations of those days, and 
followed -by one of the severest of those periodical disas- 
ters that so impressed the imagination of the nineteenth- 
century economist. The resulting panic, Parliamentary 
inquiry, and general readjustment were hardly favourable 
to young joint-stock enterprise, and it is not until 1851 
that we find the first move characteristic of later activity. 
This was to take in Bate and Robins’ Stourbridge Old 
Bank. How tentative was then the policy can be judged 
by the fact that a decade elapsed before any similar 
addition was made—that of Nichols, Baker and Crane, 
of Bewdley. There followed an even longer gap before 
the absorption of the Union Bank of Birmingham in 1883, 
and of the Leamington and Warwickshire Banking 
Company in 1889. 

But the time for the new policy was slowly coming. 
Legislation gave greater facility, and in 1891 the Bir- 
mingham and Midland, having taken in the Leeds and 
County Bank, Exchange, and the Derby Commercial, 
became the London and Midland, by amalgamation with 
the Central Bank of London, when the head office was 
transferred from Birmingham to London. 

The game was now fairly started, and from this date 
hardly a year passed without some change in the 
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composition, if not in the name of the rapidly-growing 
combination. Lacy, Hartland, Woodbridge & Co.’s Smith- 
field business was directly joined, and in 1892 the Man- 
chester Joint Stock with Robertson, Fraser & Co. earlier 
incorporated. In 1893 the Bank of Westmorland, and 
in 1894 the Preston Banking Company, came in to 
strengthen the Lancashire and Northern connection ; 1896 
carried the new company to Carlisle, and 1897 to the 
Channel Isles, Huddersfield, and Liverpool. 

By this time Barclays had followed where Lloyds had 
originally led, and the expansion of the amalgamation 
policy took on almost the aspect of a race. 

In 1898, upon the absorption of the City Bank, the 
then title was changed to the long-familiar London City 
and Midland, and in the following year the newly-formed 
City of Birmingham was taken in. There followed the 
fusion of the Leicestershire Banking Company. The 
Oldham Joint Stock Bank, which had already taken over 
a similar Rochdale institution, had increased the Lan- 
cashire connection, and two years later further junction in 
Yorkshire was made with the Yorkshire Banking Company, 
Yorkshire District Bank, and Sheffield Union Bank. 

Alongside the increase by amalgamation there was 
always the more arduous alternative of opening new 
offices in districts hitherto untapped, and this may 
partially account for the fact that no further absorption 
took place until that of the Nottingham Joint Stock in 
1905. In 1908 the North and South Wales was taken 
over, and in 1910 the Bradford Banking Company. In 
1913 the Sheffield and Hallamshire, and Lincoln and 
Lindsey merged their identity only as a prelude to a much 
more important step when, in 1914, there was added the 
Metropolitan, itself an amalgamation of sixteen banks, 
or earlier amalgamations, embracing Bridgenorth, Coven- 
try, Derby, Stafford, and Walsall, together with the 
Birmingham Banking Company, with its six subsidiaries, 
and a considerable further Welsh connection. 

The war necessarily stabilized matters for some time, 
but only to let loose, at the Armistice, the final phase of 
the amalgamation policy. In 1918, the taking over of 
the London Joint Stock, an earlier formation of 1836, 
which, besides opening new offices, had acquired the York 
City and County Bank, with a connection reaching from 
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the Yorkshire coast towns to Durham and Cumberland, 
necessitated, because of the age and standing of this 
bank, a further change of name. The cumbrous title of 
London Joint City and Midland, which was now assumed, 
was, in 1923, very sensibly shortened by the directors to 
the historic and handy title of ‘Midland,’ a process 
which canonized the usage which the clearing clerks had 
established some thirty years previously. 

Thus ran the extraordinary process which reduced 
the banks of England from some two thousand, licensed 
at various dates, to the few groups left today. Post-war 
development was, therefore, forced into new fields. The 
more obvious opportunities for fresh extension were the 
neighbouring systems of Scotland and Ireland. The 
Midland acquired a controlling interest in the Belfast 
Banking Company in 1917; in 1920 in that of the Clydes- 
dale Bank; and in 1923 in the North of Scotland. But 
even more remarkable changes were on foot. The suppres- 
sion of certain European establishments during the war 
had left the foreign banking field open for the first time 
to what had been purely domestic banks. In this, as 
in so much else, the Midland policy was distinctive. 
Where other big banks opened offices, or purchased sub- 
sidiaries in various foreign countries, the Midland simply 
entered into mutual arrangement with leading foreign 
banks abroad, becoming their bankers, and opening 
accounts with them, the idea being to work through the 
bank native to the soil, rather than to compete with it. 

The Midland were also early exponents of the new 
post-war activities. The Trustee Department, founded in 
imitation of the Public Trustee, the New Issue business, 
the great increase in Stock Exchange securities, all made 
noteworthy additions to the pre-war conception of a 
bank’s functions. Two others may be mentioned that 
are of peculiarly Midland inception—the Home Safe and 
the Chequelet—for the propagation of saving, and for the 
encouragement of the small and commencing commercial 
business respectively. 

Such is the organization which has grown out of the 
Birmingham and Midland Bank of 1836. It has now 
65,000 shareholders, nearly 2,000 branches (including 
three in Atlantic liners), {12,000,000 paid-up capital, 
and a very distinctive policy of its own. 
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Banking in the United States 
The Investment Trust Problem 
By H. Parker Willis 


ITHIN the past month there has come to an 
WV acute point an element in banking discussion in 
the United States which has been the centre of 
active controversy for some time past. The use of 
investment trusts, like the use of bankers’ acceptances, 
was unknown in the United States before the war; but 
since the close of that struggle has sprung into existence 
as a phase of post-war finance. Grave abuses have 
been already noted in connection with it. In all, about 
135 investment trusts have been organized, and are now 
more or less actively in operation. As usual with new 
financial expedients, there has been a great confusion of 
law and practice in regard to the operation of these 
concerns. The Federal Government sanctioned invest- 
ment trusts under the amendment to the Federal 
Reserve Act, adopted in 1920, and known as the “ Edge 
Act,”’ from the name of its titular sponsor in the upper 
chamber of Congress. The various state governments, 
and among them that of New York, permit the organiza- 
tion of such trusts under their general corporation laws. 
There are also a few states, like Massachusetts, which have 
special Acts governing the formation and operation of 
investment trusts, but such laws are not of a very 
carefully-developed character, and they differ widely 
among themselves. 

It is thus not strange that American investment trusts 
have had a very hectic and unsettled development. 
They have been put forward as a means whereby the 
small investor may obtain access to the larger rates of 
earning which are to be obtained from the purchase of 
stock in American industrial enterprises, and may at the 
same time get the protection which comes from a style 
of div ersification ordinarily within the reach only of very 
much wealthier investors. As a matter of fact, prevailing 
methods in the organization of such trusts simply vest in 
the corporation which is carrying on the “trust” full 
powers of buying and selling securities and of sub- 
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stituting securities for those already bought. Thus there 
is at no time any definite assurance to the small buyer 
with respect to the balance-sheet position of an investment 
trust corporation. While some few of the enterprises 
report their holdings of securities in detail, others do not. 
A frequently-found type of investment trust has been 
furnished by corporations organized with two classes of 
stock, A and B, A being fully-paid, while B is “water, 
and is partly given as a bonus with the A stock, and is 
partly taken by the promoters as their fee for establishing 
the investment trust. Investment trust certificates, 
representing a claim to trustee securities which have 
been deposited by an investment trust to protect these 
holders, have been employed by some of the trusts, but 
the method is now apparently regarded with disfavour. 

In these circumstances, of course, great abuses and 
eventually great losses may be expected from investment 
trusts. The possibilities in connection with the move- 
ment were quite thoroughly discussed at a recent meeting 
of the American Bankers’ Association, and have also 
been considered by various other bankers’ organizations, 
but without definite outcome. During the past summer, 
however, demand for action became so pronounced 
that the Attorney-General of the State of New York 
organized a preliminary inquiry into the investment 
trust situation. A questionnaire was formulated and 
sent to investment trusts registered in the State of New 
York as wellas toothers. The results of this inquiry have 
just been given to the public in the form of a report, 
published with the sanction of the Attorney-General, 
and designed to give a clear picture of the situation as it 
exists in New York at the present time. The Attorney- 
General’s office finds that few of the existing invest- 
ment trusts are quite unexceptionable, while others are 
open to serious criticism. He then proceeds to recommend 
remedial measures intended to improve the present state 
of things, and at the same time to lay a foundation for 
safe - ‘ration in the future. 

In general, the Attorney-General recognizes three 
principal types of investment trusts in the American 

market at the present time. The first and simplest is 
the limited management type, in which participating 
certificates are sold against deposited securities with a 
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sufficient spread to allow profits for the creators of the 
fund and selling commissions for the houses engaged in 
marketing the certificates. Securities in each block 
deposited are purchased in the proportions specified, and 
new certificates are sold regardless of the current price of 
the securities. The second type is designated as the 
“management investment trust.”” These raise their 
capital through the sale of shares alone, and they repre- 
sent merely a joint investment fund under the direction 
of a board whose duty it is to alter the holding of securities 
from time to time as they see fit. Such trusts have only 
one class of shares outstanding. The third type or classi- 
fication includes management investment trusts which 
issue more than one class of security, usually putting out 
preferred and common shares and oftentimes debenture 
issues for the purpose of getting more funds for rein- 
vestment. These debentures have ordinarily been issued 
thus far without protection furnished by any deposit of 
collateral. A bonus of common stock is occasionally 
offered to debenture-holders or preferred stock-holders, 
or both. In some cases such investment trusts do not 
issue debentures, but borrow heavily at banks, putting 
up their own securities as collateral. 

A general survey of present outstanding issues of 
securities by investment trusts appears to show a total 
sold of about $360,000,000, but it must be remembered 
that considerable quantities have been issued and dis- 
tributed as bonuses in addition to this amount. Profits 
in representative cases are computed as having amounted 
to about 6 or 7 per cent. from income and about 4 per 
cent. to 6 per cent. from appreciation of capital, while the 
cost of raising capital for the management trusts has run 
from 3$ to 10 per cent. According to the investigations 
of the Attorney-General, the cost of raising capital for 
established London and Edinburgh trusts does not 
amount to more than 2 per cent. On the other hand, 
the profits of British trusts are viewed as comparing very 
favourably with those of American organizations of the 
same class, averaging probably about 6 to 7 per cent., 
with 13 to 4 per cent. per annum for profits on turnover. 
The investigation makes a rather important point in its 
criticism of the “spread’”’ between the market value of 
the securities deposited by investment trusts and the 
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prices at which participating certificates are sold to the 
public. This spread is estimated at from 10 to 20 per 
cent. So also, the analysis of investment holdings and 
of investment policies in general does not give very 
reassuring results. 

The majority of the investment trusts do not make 
public their lists of security-holdings, feeling as they do 
that their investment lists are valuable assets which they 
do not care to make known, and further that the real 
confidence of the public must be placed in the probity 
of the directors rather than in knowledge of the 
character of the securities held. However, enough has 
been made known as to general policies to show that 
there is a very wide divergence of method in the United 
States. One trust has bound itself to hold at all times 
at least 400 different securities and pledges itself to place 
at any one time not more than 35 per cent. of its resources 
in securities originating in any one country other than 
the United States, while not more than 3 per cent. of 
total resources may be invested in any one security, 
except government obligations and securities issued by 
banks and insurance companies. Other investment trusts 
seek diversification on a much narrower scale, and are not 
disposed to bind themselves in any such rigid way, 
although they are disposed to seek a fairly thorough 
averaging of risks. Most American investment trusts 
have also bought substantially of foreign bonds, and in 
that way have undertaken to give a certain element of 
diversification to their portfolios, feeling that they could 
not do better than to buy government securities in any 
given country, and recognizing that the rates at which 
such securities have been issued in the United States of 
late years have made them attractive from an income 
standpoint. The valuation at which securities are carried 
in balance sheets is found to be uniformly on a cost 
rather than a market basis, while in practice market 
valuation is shown to be generally in excess of cost. The 
practice of foreign investment trusts in using profits 
realized on changing investments to write down the cost 
of depreciating securities does not apparently prevail in 
the United States. 

The investigation concludes with a long series of 
recommendations which would result in limiting the use 
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of the designation “investment trust,’’ and in compelling 
such trusts in the future to organize under the banking 
law of the state, to accept various more or less stringent 
restrictions upon the relations between officers, directors, 
and employees, and the trusts to which they belong, 
while requiring the stockholders of investment trusts to 
be subject to the so-called “double liability of stock- 
holders’’ which obtains in the case of bank shareholders. 
Reports of conditions would have to be filed with the 
banking department, and would be made public under 
specified conditions. Most of the regulations proposed, 
although annoying and troublesome, would be of no 
particular effect in safeguarding the stockholders in 
investment trusts, much less other security-holders, while 
they would undoubtedly tend to render the operation of 
the trusts a good deal more difficult. For the time 
being, the legislative committee which has had this 
matter in charge has determined not to attempt the 
adoption of any new legislation, but to await the develop- 
ment of public opinion. Meantime, however, other 
states are making similar investigations. 

The significance of the investment trust inquiry 
which has thus been brought to a close is a good deal 
larger than that which it seems to possess in its own right. 
This significance is found in the fact that the investment 
trust movement represents the further broadening of the 
speculative mania all over the United States, and at the 
same time has an important bearing upon the banking 
position as currently revealed. The American market at 
the present moment is undoubtedly suffering from a very 
serious congestion of new issues. Underwriting syndi- 

cates which have sought to place these issues upon the 
market have not succeeded in doing so in nearly ali 
cases, but have been left with great volumes of bonds 
“on the shelves.’’ The investment trust has seemed to 
offer a means of getting rid of some of these bonds, and 
accordingly not a few investment banking houses have 
been quite active in organizing investment trusts of their 
own, with a view to inducing the rank and file of the 
public to purchase securities which are presumed to 
represent “diversified”’ investments and thus to furnish 
a peculiarly safe avenue of employment for private 
savings. The fact that in such investment trusts there is 





40 THE BANKER 





a tendency to “load up” with the bonds which the 
investment bankers who control them have not found it 
easy to dispose of, illustrates one motive at least for the 
promotion of this particular form of “saving.”’ 

On the other hand, the unmistakable drift of the 
past few years among American banks has been toward 
the extended purchase of bonds. Small banks practically 
throughout the country which have found their com- 
munities relatively unproductive of thoroughly good 
short-term paper, have allowed themselves to become 
extensive buyers of securities, oftentimes at very high 
prices. The result has been a progressive deterioration 
of American bank portfolios, as judged by the canon of 
liquidity or, in some cases, of safety. Not only is this 
true, but those banks which have not purchased heavily 
of bonds themselves have, in a good many Cases, never- 
theless become overburdened with bonds, due ‘to. the 
fact that while they have allowed themselves to par- 
ticipate in underwriting syndicates, they did not succeed 
in disposing of the underw ritten issues. In still other 
banks, where neither of the conditions| just referred to 
has been characteristic, there has been a disposition to 
lend quite heavily to issue houses upon their unsold 
bonds as collateral. The belief that investment trusts 
may make a market for these bonds has undoubtedly led 
some bankers to look kindly upon them, and even in 
some instances to participate actively in their formation 
and in the purchase of their securities, believing that 
their operation will tend to relieve bond congestion of 
the sort just described. 

Investment trust organization and discussion is thus 
a phase of the continuous controversy about the general 
portfolio situation in American banks. From ‘top to 
bottom of the banking system the excessive holdings of 
bonds and of long-term securities of all kinds has become 
one of the most urgent of current evils. Federal Reserve 
banks are largely burdened with government treasury 
notes and other securities, or with loans thereon, and the 
larger banks of the cities with bonds that have been 
underwritten and left on their hands in the way already 
described ; while the smaller banks of the cities and of 
the country regions have allowed themselves to be over- 
burdened through the purchase of bonds as heretofore 
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indicated. How will this condition of affairs actually be 
allowed to progress ? Reference has been made in former 
articles to the fact that the “brokers’ loans” made by 
banks to members of the New York Stock Exchange are 
now well up toward $4,500,000,000, but a large part of 
this borrowing has not been contracted for any Stock 
Exchange purpose whatever, but rather for the purpose 
of carrying the unsold securities already referred to. 
Within ‘the past month a new high peak in the brekers’ 
loan account has been reached and the present trend is 
toward a still higher level of borrowing on this score. 

The use of this enormous amount of money in the 
market has, of course, tended to maintain existing 
security valuations upon an abnormally high level. For 
a time it was supposed that influences exerted in that 
direction were chiefly felt in stocks, but current opinion 
is much more inclined to the view that the effect of the 
large volume of brokers’ loans has been to sustain the 
valuations of bonds. Both branches of the securities 
market have been upheld by the support afforded through 
the use of these great sums, so that as a result current 
prices are far above re asonable investment levels. United 
States Government bonds now sell on a basis of about 38 
per cent., with short-term certificates substantially lower 
while the best state and municipal obligations are fully < 
high, i.e. yield quite as low an income (due to aeix 
exemption from Federal taxation). Ordinary first mortg gage 
railroad bonds are now yielding an income of well below 44 
per cent., with a good many y ielding little more than 4 per 
cent. In these circumstanc es, the fact that American 
banks are as heavily engaged as they are in the investment 
market, and that investment trusts have also succeeded 
in distributing as widely as they have the ownership of 
very much over-priced securities (both stocks and bonds), 
is a matter of no small moment, not merely from the 
general social point of view, but also from the standpoint 
of the banking position. 

The fact that for a long time, with but few inter- 
missions, the volume of bank funds loaned in the 
securities market or with securities as collateral has been 
advancing, has caught the attention of sober students of 
the situation, but has been made light of by promoters 
and financial operators of various kinds, who have 
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attempted to give the impression that existing conditions 
are ‘““normal,” and due to the great enlargement of the 
total number of stocks and bonds listed on the exchange. 
This number has increased very greatly in the recent 
past, being now close to 1,100 stocks and 1,500 bonds. 
However those who adopt this point of view practically 
admit the weakness of their case in that they show so 
serious an anxiety with regard to a possible change in 
credit policy on the part of the Federal Reserve system 
There is a very general unanimity of opinion in well- 
informed circles that definite change in credit policy by 
Federal Reserve banks would cause something of a 
revolution in stock-market relationships, and, as a 
result, in the banking position as well as in that of the 
investment trusts and other purchasing and fiduciary 
institutions. 

As yet there has been no indication of any such 
change in the discount policy, but several factors have of 
late seemed to point in that direction, notwithstanding 
the declaration made by the Secretary of the Treasury 
just after the recent appointment of a new governor of 
the Federal Reserve Board, that this change of personnel 
would bring no alteration of policy. vad of them is 
found in the general belief that “tighter’’ money is to 
be expected after the turn of the year. That the reserve 
system will find itself forced in self. defence to make an 
advance in rates, and that action has only been deferred 
in order to give a better appearance to the situation, is 
very broadly believed. There has also been an increasing 
degree of anxiety with respect to the gold situation. 
While considerable quantities of gold have been shipped 
during the past few weeks to South America, and in 
lesser degree to other countries, the present situation is 
believed to foreshadow a tendency on the part of 
European gold to move in this direction. This is in spite 
of the current high prices for sterling, and is based on 
the knowledge that a great deal of short-term financing 
intended to provide for American exports has been done 
in this country rather than in Europe during the past 
autumn. These short bills are now about to mature, 
and the question how they will be met without gold 
imports into the United States is furnishing an interesting 
topic for discussion. The artificial shifting of financing 
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to American banks which has been the result of the 
abnormally low discount rates here has thus operated to 
defeat the purposes of the policy as originally alleged by 
its opponents. In brief, the present rate policy of the 
Reserve system is be lieved to have broken down. A 
period of groping for some new or alternative course of 
action will probably be necessary, but that it will result 
before long in a shift of methods is the prevalent view. 
Should it do so the reflex effect: upon investment con- 
ditions may be serious, although one of the economic 
“services ’’ issued by an American university currently 
takes the view that the effect upon security values 
would be only “temporary’’—-how temporary is left 
inconveniently vague. 

I:xtensive changes in the general investment position 
of the United States and its banks seem more and more 
clearly to be inevitable as a feature of the early future. 
They may be deferred by one means or another, but 
appear quite certain to develop eventually. Perception 
that such is the case is naturally leading the more fore- 
sighted investors to protect themselves as far as they 
can, and has produced an attitude of caution, in circles 
where optimism formerly controlled, that is highly 
noticeable. Meantime some lessening of the frequency 
of bank failures in the Western States has been noted, 
but the weakness in these institutions, which grew out 
of their over-investment in landed securities at a time 
when land values were unduly high, bids fair to be 
paralleled after a fashion by a similar condition of over- 
investment on the part of banks in the Eastern States 
in Stock Exchange securities, over-valued because of the 
abnormal money and other conditions which have already 
been set forth. 

Present methods in the distribution of long-term 
securities have produced a situation which deserves the 
most anxious attention on the part of American banking 
authorities. 

Mr. Stuart Robert Cockburn and Mr. Reginald Hale 
have been —— assistant managers of the London 
office of the Guaranty Trust Company, and Mr. Frederick 
Charles Wallace has been appointed assistant manager of 
the Kingsway branch. 
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Labour and the Surtax 


A Reply to Mr. Paine’s Criticism 
By the Right Hon. William Graham, LL.D., M.P. 


UCH of the criticism of the surtax scheme by 
M Mr. W. W. Paine, which appeared in the December 
issue of THE BANKER, has been answered by 
Mr. Snowden’s speech at Hindley, and by the subsequent 
decision of Parliamentary Labour. In substance, Mr. 
Paine contends that the yield will not be £85 million per 
annum; that there is a certain lack of reality in the 
differentiation between earned and unearned income ; 
and that the proposal generally will penalize thrift, 
practised by individuals or by companies in the accumu- 
lation of reserves for expansion and development. 
Certain parts of Mr. Paine’s case are incontestable, but 
many of the proposals which he criticizes are not, in fact, in 
the minds of the great majority of the promotersofthisplan. 
Like all schemes for the better treatment of debt 
and the social services, the surtax suffers from the ex- 
travagances of some of its supporters and the mis- 
understanding of many of its opponents. Compared 
with other political parties, Labour probably gives far 
too much detail of its programme in advance. This is a 
case in point. There is not the slightest foundation for 
the remark of a newspaper correspondent that in order 
to produce £85 million on investment incomes in excess 
of {500 per annum a surtax would have to go as high as 
5s. in the pound on the larger incomes. Admittedly 
much depends on the scale of graduation and on the 
precise treatment of company reserves; and few dispute 
that notwithstanding the development of the statistical 
material in the hands of the Board of Inland Revenue 
the yield of such a surtax can at best be only broadly 
estimated. The scale and estimated yield can be deter- 
mined only when a Chancellor of the Exchequer, having 
regard to all current industrial and other conditions, 
including the outline of his Budget, proceeds to incor- 
porate the necessary clauses. If special consideration 
is given to company reserves the yield will certainly be 
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much less than £85 million; but that does not remove 
the fact that the revenue from such a tax will still be 
substantial, even if the scale does not amount to more 
than an average of 2s. in the pound. It is far more 
important to consider whether the position of the National 
Debt demands such a step, whatever the yield, or whether 
there are other and better methods of dealing with the 
problem. 

Now Mr. Paine makes no concrete proposal to that 
end. To be strictly fair in this reply no proposal should 
be attributed to him. But the majority of the Colwyn 
Committee thought that at the earliest possible moment 
(without increasing the aggregate burden on the tax- 
payers) the sinking fund should be increased to £75 
million and further to {100 million per annum. And 
since most bankers have not adversely criticized that 
scheme it may be regarded as representative opinion. 
The essence of the Labour plan (Mr. Paine has omitted 
to observe that the minority of the Colwyn Committee, 
with whom the surtax scheme originated, expressly 
emphasized its relation to speedier debt reduction) is 
that the majority proposal is inadequate; and that there 
are substantial national and international reasons which 
can be offered in support of that view. The aggregate 
deadweight debt is still £7,700 million. Recent con- 
version schemes are making no impression on it whatever ; 
in fact, some of them add considerably to the nominal 
liability and even to the annual interest charge. Budget 
deficits have made an inroad on the statutory provision, 
only partly repaired. Moreover, the £360 million for 
interest and sinking fund is settling down into a static 
element in the British Budget. That might be tolerated 
if definite progress in debt reduction was being made. 
But when we are still as deep, if not deeper, in the morass 
it is time to be done with Socialism and anti-Socialism, 
and find out what, in the public interest, can be attempted. 
Certainly if Mr. Paine took merely some of the speeches 
at Blackpool he would conclude that in any event little or 
none of the proceeds of such a tax would go to debt reduc- 
tion; but the resolution included that item, together 
with the claims of the remaining taxes on foodstuffs 
and the social services; and it should be observed that 
there was no significance in the fact that debt happened 
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to be mentioned third, since the accompanying appendix 
to the report for the delegates dealt with the surtax as 
a substitute for the capital levy, which admittedly, 
whatever its technical merits or difficulties, was to be 
confined to debt reduction. 

Presumably bankers and others would rely on better 
luck in the conversion schemes of the future and such 
lower taxation as would encourage increased savings and 
cheaper money. Theoretically their case is splendid— 
if it would work. Three years as chairman of the Public 
Accounts Committee of the House of Commons has 
convinced me (if a personal reference may be forgiven) 
that the field of expenditure on which any Government 
can operate for genuine reduction in existing social and 
economic conditions (and keeping the level of prices in 
view) is very limited; meanwhile the debt service takes 
in all £360 million and armaments £120 million, or £480 
million in all, increased to probably £530 million or more 
if the provision for pensions is remembered. For a 
variety of reasons, apart from the natural shrinkage of 
the pensions outlay, the nation has settled down to this 
£530 million. The debt service is the largest part of it; 
and accordingly the plan must be more drastic than 
the majority of the Colwyn Committee suggested. 

Mr. Paine naturally makes much of the indiscriminate 
statements of enthusiasts who talk easily of a £1,000 
million Budget and even more, and seem to think in 
terms of public relief on a grand scale. They are not 
representative of constructive Labour thought. The 
truth is that we have a {£1,000 million Budget now— 
probably {£840 million this financial year under the 
auspices of Mr. Churchill (the total burden was lower 
under Mr. Snowden than under any Chancellor within 
recent years) and £160 million in local rates, the latter 
much more onerous for certain sections of industry and 
commerce. Constructive Labour believes that within 
its plan this aggregate burden can be reduced, if not 
immediately at all events in the near future, on the 
definite assumption that the attack on the debt load is 
much more vigorous. Few Labour members have any 
real love for the heavy annual expenditure at present 
poured out in mere relief; they have always pressed 
the Government to turn that assistance to remunerative 
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effort, but the Government refuses to make an inroad on. 
privately-owned and privately-run industry. That is a 
large problem of policy; the practical point for the man 
in the street is a form of economic deadlock. If, therefore, 
there is agreement that it is desirable to reduce the total 
annual load as soon as may be the real question is whether 
it is desirable to call on investment income for a special 
contribution and whether there are national dangers in 
doing so. On that basis the effect would be to relieve 
so far other sections of the community, and in practice 
to accentuate the differentiation between earned and 
unearned already embedded in the British fiscal system. 
That both words are misleading is undeniable. But 
revenue cannot look always to delicate refinement; 
and Mr. Paine will recall that when the Royal Commission 
on the Income Tax dealt with this and other problems 
in 1919, there was practically only a solitary voice in 
that Commission. which pleaded for the abolition of 
differentiation. All the arguments for thrift were con- 
sidered then; the effect on the yield of the death duties 
and everything else. The present proposal, however, goes 
beyond existing differentiation : Is there a case for such a 
step in thrift, debt service, social and industrial needs ? 

Much of the argument regarding thrift is applicable 
to all taxation." We should all like to leave as much as 
possible to fructify in the hands of the people. But 
since no one suggests that we can leave the Debt to take 
care of itself, or wait until better times for a more re- 
munerative turn in the social services, the real choice is 
not that of no surtax at all but rather surtax or the 
maintenance and probable increase of present burdens. 
Were Great Britain assured of an early fall in the level 
of prices, the Government, as a large purchaser of goods 
and services, would benefit, and with it presumably the 
taxpayers. There is, however, little or no sign of such 
a fall; and many representative authorities believe that 
in a time of recovering industry prices will tend to harden. 
Are we to maintain indefinitely or add to the present 
burdens on earned income? That would be to run 
contrary to all the long case which has been built up for 
differentiation, and incidentally defended by every 
Government—-Conservative, Liberal and Labour. If an 
exemption limit of £500 per annum is fixed it is clear that 
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there must be, generally speaking, capital resources of 
at least {10,000 before a graduated surtax begins to 
operate at all; and round such a figure the annual 
contribution would be small. Admittedly, compared 
with pre-war times, and making allowance for the change 
in the value of money, we are not saving so much; and 
it is true that much of the problem turns on the thrift 
of individuals. We have to choose between some slight 
hardship in that sphere and addition to the burden of the 
masses, at all events until the reduction of aggregate 
annual load began. It is nationally more important 
that the masses should be encouraged to further saving ; 
and their best friends would say to them that if they get 
concession in the broad arrangement of national finance 
they must support it by a greatly reduced expenditure 
on intoxicants and gambling, which today run away with 
at least £560 million per annum, to which outlay, of 
course, Other sections of the community contribute. 
But even as regards the limited class who directly con- 
tribute (full allowance is made for the indirect effects of 
the surtax) the thrift argument has been greatly exag- 
gerated. In many cases it would mean a very slight 
curtailment of present luxury expenditure; in other 
cases where the recipients of the investment income were 
also in occupation at best the negligible sacrifice involved 
but a little extra effort; while, as regards the company 
reserves, the rank and file of Parliamentary Labour have 
made it plain that they would be opposed to any scheme 
which penalized development, the improvement of factory 
and other conditions for trade unionists and others, or 
such restriction as contributed to unemployment. Who 
proposes to apply a surtax to an admittedly beneficial 
reserve, in other words, to create unemployment for the 
purpose of treating it later under extra provision for the 
social services? Certainly no Labour representative 
within my knowledge. It is common ground that there 
are reserves and reserves. Be it remembered that all 
parties in the House of Commons have so far refused 
to grant exemption of all or part of the income tax on 
company profits put to reserve ; in other words, they have 
refused to alter substantially the structure of the income 
tax, since the anomalies which would arise from such a 
concession would be very much greater than is generally 
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imagined. Presumably the surtax will be always, if 
adopted, nearer to income tax than to super-tax; and 
many of the arguments used in connection with proposals 
to exempt company reserves will remain. But that 
need not necessarily exclude such an arrangement, when 
an addition like surtax is imposed, as will safeguard 
(at all events, in the case of surtax) reserves which 
are held for definitely remunerative use or for such 
development as is manifestly in the public interest. 
Against the difficulties and disadvantages must always 
be set the genuine attraction of definite progress in debt 
reduction. The present static fatalism cannot continue. 
Moreover, no tax proposal can be considered as an 
isolated item. Many of us will always urge the 
masses of workers to put their best into industry and 
commerce, especially if they are assured of definite par- 
ticipation in economic progress; the adoption of even 
10 per cent. of American concentration, standardization 
and the rest in British economic enterprise would 
probably make any surtax a simple matter. In substance 
it would tend to work out as a redistribution of annual 
load or burden ; and if the redistribution can be supported 
on economic principle, turning on the gain from debt 
reduction and the advisability of looking to investment 
rather than earned income, the conditions of national 
finance would appear to justify the departure. The 
allocation of proceeds among social services, removal 
of remaining duties on foodstuffs and debt redemption 
has attained a wholly false importance. Whatever 
Government is in office Great Britain is committed to 
heavy annual expenditure in the social services; given 
national will to make these services as truly remunerative 
as possible, there would be little effective dispute in that 
part of the field. Whatever may be said by professional 
debaters, debt will command the situation; anything 
which calls for £360 million annually in taxation is 
certain to do so. Much of the criticism turns on the 
error of thinking and speaking of savings as a fixed fund. 
The psychological effects of taxation are not neglected ; 
but few have made enough of the remarkable capacity 
of industry for improvement even with heavy public 
burdens; and still fewer, however great their opposition 
to the surtax, have offered any alternative plan which 
E 
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can be described as genuinely effective. Presumably 
Mr. Paine views with horror (as most of us do) the move- 
ment of nearly two hundred Conservative Members of 
Parliament in favour of bonus bonds! To recommend 
economy is excellent. The first question which then 
emerges is, What is to be done with interest and sinking 
fund which absorb £360 million per annum, and admittedly 
look like continuing that disagreeable annual call, on 
the present basis, till the crack of doom ? 














Bank Reports 


Barclays Bank (Dominion, Colonial 5) Overseas) 
ARCLAYS BANK (Dominion, Colonial and - Over- 
B seas), which has just issued its second annual 
report and balance sheet, is probably the only 
bank in the world which has substantial interests in four 
continents. Its principal spheres of operation are, of 4 
course, those served by its three constituents, namely, 
the West Indies (Colonial Bank), South Africa (the 
National Bank of South Africa), and Egypt (Anglo- 
Egyptian Bank). But as each of these constituents had 
its outlying territories, the head office in Lombard Street 
has now to administer branches as widely separated as 
is Cape Town in the south from Hamburg in the north, 
Mauritius in the south-east from New York in the 
north-west, and Jerusalem in the east from Port of 
Spain, Trinidad, and Georgetown, British Guiana in the 
west. In almost every quarter of the vast area of Africa 
the bank is represented, in all the provinces of the 
Union, in Rhodesia and Swaziland, in Kenya, Nyasaland, 
and Portuguese East Africa, in South-west Africa, and 
in the Cameroons, the Gold Coast, Nigeria and Sierra 
Leone, in Egypt and the Sudan and Uganda. Palestine 
Gibralta, and Malta come within its ken, not to mention 
Liverpool and Manchester. 
Clearly the administration of these far-flung territories 
involves problems of organization transcending in some 
aspects any that a bank directorate has hitherto been 
called upon to solve. That Barclays Bank (Dominion, 
Colonial and Overseas) has already experienced the 
need for a more elaborate organization than that originally 
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set up is evident from the present report. A year ago the 
higher administration of the bank was conducted under 
the London Board by three local boards (Anglo- 
Egyptian Bank Local Board, Colonial Bank Local 
Board, National Bank of South Africa Local Board) plus, 
as the last-named board was located in South Africa, 
a National Bank of South Africa London Committee. 
This organization has now been supplemented as follows : 
A Cape Local Board and a Rhodesian Committee have 
been appointed to assist the National Bank of South 
Africa Local Board, an Alexandria Local Board has been 
established in similar relation to the Anglo-Egyptian 
Local Board, a “local director in Jamaica” has been 
appointed, and another local director for New York. 
Evidently the London Board has been impressed by the 
need of a decentralizing policy. 

As to the accounts these are much of the “‘as you 
were” order, for the figures show no changes of im- 
portance, though, of course, in the case of an institution 
ramified as this one is, unchanging aggregates may well 
conceal large changes in the component items. The 
profit for the year ended September 30, 1927 (£482,046), 
is not directly comparable with the {637,020 returned 
for the period to September 30, 1926 (namely, fourteen 
months in the case of the Colonial Bank and Anglo- 
Egyptian Bank and seventeen months in the case of the 
National Bank of South Africa). But as far as it is possible 
to judge there has been no marked difference between the 
two periods so far as profit making has been concerned. 
As the amalgamation expenses had been extinguished 
out of the profits of the first period, it has now been 
possible to increase from {100,000 to £150,000 the 
appropriation to the reserve fund and also to raise from 
3 per cent. to 3} per cent. the distribution on both the 
fully-paid {1 “A” shares and the {5 (£1 paid) “B” 
shares. The balance sheet gives deposits at {51,770,000, 
£68,000 less than at the end of the previous year, advances 
to customers, at £22,745,000, £8,000 less, bills discounted 
at 12,441,000, £1,647,000 less, but investments in 
Government securities {2,356,000 higher at £8,588,000, 
and acceptances {1,141,000 higher at £5,081,000. About 
ten new branches appear to have been opened in the 
year, and about three old ones closed. 
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NATIONAL BANK OF SCOTLAND 


The net profits of the National Bank of Scotland for 
the past year amounted to {286,460, of which {£50,000 
has been added to the reserve, which now amounts to 
£1,450,000. Bills discounted have increased by £484,000, 
and loans on securities have risen by £628,000. A slight 
decline occurred in advances and deposits. The dividend 
is, as usual, 16 per cent. Progress during the last three 
years is illustrated by the following table : 


Year ended Year ended Year ended 
Nov. I, Nov. I, Oct. 32, 
1927. 1929. 1925. 
£ 

Net profits .. “a .. 286,060 dias 288,397 
Dividend .. ha .. 140,800 140,800 138,926 

(16%) (16%) (16%) 
To reserve fund .. .. 50,000 50,000 50,000 
Heritable Prop. % .. 30,000 30,000 25,000 
Officers’ pension .. .. 60,000 55,000 35,000 
Carried forward .. ras 68,458 68,198 64,221 


Two CANADIAN BANKS 


The economic progress of Canada is well illustrated in 
the reports of two of the leading banks of the Dominion-- 
the Bank of Montreal and the Canadian Bank of Com- 
merce. The strength and vitality of these eminent 
banks have attracted shrewd investors both in Great 
Britain and the United States, and during the last months 
some important American Trust companies have become 
greatly interested in Canadian bank shares. 

The profits of the Bank of Montreal during the past 
year amounted to $5,299,887, an increase of $321,754; 
the dividend and bonus for the year are, as usual, equal 
to 14 per cent. Deposits bearing interest have increased 
by 23 million dollars, and those not bearing interest by 
29 million dollars. The total assets now amount to 
831 million dollars. 

The report of the Canadian Bank of Commerce for 
the past year shows an increase of $89,000 to $3,726,000 
in net profits. The dividend and bonus for the year are 
13 per cent. Deposits payable on demand have increased 
by $22,273,000, and savings deposits by $11,838,000. 
The bank’s cash reserves now amount to $102,715,000, 
and the total of the assets is $558,709,000. 
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Some Reflections on American 


Tariff Policy 


By Joseph Caiflaux 


the large concessions granted to the United States 

of America by the French Government under 
the agreement of November 15 last. Some signs of 
astonishment have also been manifested by French 
financiers and industrialists. 

There is no doubt that if these concessions were 
destined to form part of the future Franco-American 
commercial treaty, without being compensated by advan- 
tages which have not yet been granted to us but which 
the American Government has promised to consider, the 
agreement of November 15 would signify a regrettable 
abandonment of the interests of France. 

It may be said at once that the French Government 
has not presented the matter to public opinion in this 
light, and that in effect it is made to appear that the 
Franco-European tariff doctrine is safe and its future 
guaranteed by a promise of the American Government. 

Let us examine matters more closely. The demands 
of Washington were caused by the Franco-German 
commercial agreement of August 17 and the modifications 
in the French tariff which followed this agreement, 
although there was not the slightest trace of any connec- 
tion between the two decisions, since the increase of 
customs duties from August 30 was entirely due to the 
need of adjusting the old tariff to the situation created 
since 1921 by the fall of the franc. 

Neither of these acts—the Franco-German agreement 
and the revision of tariffs—went beyond the free exercise 
of French sovereignty. If their indirect consequences 
modified the position of the United States in the French 
market, this could only logically give rise to the opening 
of negotiations for a commercial treaty. 

But, as we know, the Americans did not regard the 
matter in this way. Since 1914, as a result of the war 
and afterwards of the application of the highest tariff to 
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German goods, certain industries on the other side of the 
Atlantic became accustomed to a large market in France 
free of competition. The Franco-German agreement, 
which in fact in the majority of cases applies the same 
tariff to German goods as to American, has destroyed 
this exceptional and, so to speak, accidental protection 
which our former war allies have enjoyed for several years. 

The increase in duties imposed upon a very unimpor- 
tant fraction of imports from America gave the Govern- 
ment at Washington the opportunity of developing its 
theory of non-discrimination of which the least that can 
be said is that it is contrary to all the tariff principles 
common to European peoples. 

To establish, as America has done, a general tariff 
inspired by obviously protectionist ideas, and then to 
demand the application of the most favoured nation 
treatment by insisting that in case of refusal there is a 
right to penalize the goods of the refusing party by special 
tariffs over and above the general tariff, is to apply to 
commercial life in peace time the methods of war. 

It would seem that European opinion is unanimous in 
this view. But although the proclamation of the Ameri- 
can method has come as a startling novelty, America 
has been quietly applying it, and even surpassing it, for 
a long time. In 1g00 and 1921 France accorded the 
most favoured treatment to the majority of American 
products. Washington responded to these advances 
by prohibitive surtaxes imposed upon the products most 
likely to form the bulk of French exports. Silk, em- 
broidery, lace and perfumes—which, since the prohibition 
of wine, constituted the greatest part of French sales to 
America—were subjected to an ad valorem duty ranging 
from 65 to go per cent. The taste for protection is 
developed to such an extent on the other side of the ocean 
that these prohibitive duties apply even to objects such 
as ribbons, which are of no importance to American 
industry, since Americans hardly take the trouble to 
manufacture them. Finally, the United States Customs 
have multiplied formalities, regulations, vexations, sanitary 
and hygiene inspections, etc., and tried every apparently 
legitimate method to raise the tariff wall surrounding 
the United States and blocking up the narrow gaps 
which still remain. 
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As far as French trade is concerned, the results of these 
practices are clear. Whilst American exports to France 
have doubled in a few years, French exports to the United 
States have stagnated around the pre-war gold value. 

This contrast deserves without doubt more attention 
than it has been given in France, in view of the obligations 
imposed upon us by the American debt. The develop- 
ment of our exports to America is, as I have often demon- 
strated, the necessary counterpart of our payments in 
dollars, and this necessity ought to be present in the 
minds of our representatives in the negotiations which 
are about to take place concerning a Franco-American 
commercial treaty. 

For it is this which explains—I was going to say 
excuses—the concessions made last month to the 
American demands. The French Government has not 
abandoned the principle which is common to all European 
nations, namely, that all modifications in a general tariff 
ought to be compensated by corresponding advantages 
granted by the benefiting party: it has simply desired 
to anticipate the future arrangements of the forthcoming 
treaty. . 

The United States Government has promised to 
include in it reductions in duty “ authorized by a com: 
parison of French and American costs of production’’— 
a rather vague formula which it behoves our negotiators 
to interpret to the best of our interests. Washington has 
also promised to ‘“ consider the modifications which could 
be introduced into the sanitary control.’’ This is only a 
promise and has no value unless translated into action. 
The only real concession is the suppression of the customs 
control over our exporters carried out in France, which 
aroused unanimous protests. 

Thus a keen desire to satisfy America has led France 
to concede immediate advantages without receiving in 
exchange anything beyond a promise whose exact scope 
is still unknown to our traders. We shall not therefore 
be able fairly to judge the Franco-American agreement 
until several months’ time. 

If the negotiations lingered on indefinitely, if they 
ended in a document which continued the existence of 
vexatious formalities paralysing the entry of our agricul- 
tural products or of prohibitive tariffs imposed on our 
luxury trade, the compromise lately concluded would 
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justify the criticisms of those who see in it a sign of 
weakness or imprudence. 

But we may still hope that, in consideration of the 
remarkable haste made to placate them by a temporary 
agreement, our American friends will give a liberal inter- 
pretation to their promises, so that the compromise of 
November 15 will remain as a new testimony to the 
irresistible tendency of the French to trust in their 
opponents and to the success which attends this method 
of international dealing. 


Books 


Money in Theory and Practice* 
™ ODERN Monetary Systems”’ is a translation, by 
M an unnamed translator, of Professor Nogaro’s 
well-known La Monnate et les Phénoménes Moné- 
tatres Contemporains, which appeared in 1924. If the 
purport of the book, as the title of the English text seems 
to indicate, were really to discuss monetary systems, 
it would by this time be hopelessly out of date. But, 
as a matter of fact, the title chosen for the English text 
does not, as is obvious, give the sense of the French one, 
and the book does not deal with monetary systems at 
all, but with the lessons which can be drawn from recent 
experiences both as regards the theory of money and 
as concerns certain practical questions of monetary 
organization. Let it be said at once that the translation 
is far from being completely satisfactory : the translator 
does not appear to be a technical expert, to judge from 
some of the terms which he has chosen to employ. Thus 
he is evidently not aware of the technical expression 
“ the rating of a currency,” to judge of his repeated use 
of the phrase “ scale’’ in place of rate; “‘ surplus trade 
balance’ is used in place of creditor balance (p. 32); 
“purchasing price’’ for so well-known a technical ex- 
pression as “‘ Mint Price’’; “‘ une sérieuse circulation 
d’or ”’ is rendered as a “ reliable gold currency ”’ instead 
of as “an effective gold circulation ”’ (p. 45); the phrase 
* “ Modern Monetary Systems.”’ By Bertrand Nogaro. (P.S. King, 15s.) 
‘‘ The Restoration of European Currencies.”’ By D. T. Jack. (P.S. King.) 
“The Migration of British Capital.’’ By Leland H. Jenks. (Borzoi 
Political Science Texts. Alfred A. Knopf.) 
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‘les ateliers monétaires n’étaient pas matériellement 
encombrés ”’ is rendered as “‘ vacant space in the mints ”’! 
The very next paragraph (p. 24), which ought to read 

‘A decisive influence on the stability of the price of silver 
must therefore have necessarily been exerted by the 
limits imposed by Bimetallism upon the conditions of 
the silver market,’’ is made to read, “ A decisive influence 
on price stability,” etc. On P. 23 there will be found in 
the English text a phrase, “ this explains, physically, so 
to speak, why silver stood at so ~~ a premium during 
this time.” The French text (p. 37 of the French edition) 
is, ““explique en quelque sort matériellement la forte 
prime de l’argent a cette ¢poque.”’ Enough: this trans- 
lation must be read with caution, but not only on account 
of the deficiencies of the presentation. 

Professor Nogaro is a critic of what he evidently 
considers to be essentially the “‘ Anglo-Saxon ”’ tradition 
in monetary theory. In order to knock down the aged 
titv Theory he has to present it in a form in which, 
fact, it is held by no British economist : as if, in po 
words, it implied that the price-level is purely determined 
by variations in the stock of money. He can easily 
adduce facts to show that prices have sometimes risen 
when the quantity of money has fallen, or have fallen 
when the quantity of money has risen. But since, 
for something like a century, British economists have 
pointed out that changes in the quantity of money can 
be offset, and more than offset, by alterations in the 
velocity of circulation, and that changes i in the volume of 
production can counteract changes in the quantity of 
money, Professor Nogaro is flogging, not a dead horse, 
but the skeleton of a non-existent ass. Of course, an 
author who is of opinion that the “ quantity of money, 
whether real money or money of account, which is 
required for an increase of transactions due to a rise in 
prices, will inevitably create ttself’’ (Italics ours, p. 86 of 
English text), is not poh Se to do justice to 
believers in the Quantity Theory in any form. In any 
case, the whole of Professor Nogaro’s criticism, even if 
valid against pre-war statements of the Quantity 
Theory (which is by no means the case), is quite 
unavailing when turned against that form of the 
theory which has been elaborated by Cannan, Hawtrie, 
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” 


Professor Nogaro’s book. Modern “ Anglo-Saxon 
theory places in the very forefront of the causes deter- 
mining changes in the value of money changes in 
willingness to hold money, and argues that, in the short 
run, the most potent elements producing alterations in 
the willingness to hold money are changes in the quantity 
of money itself and the anticipations of what the future 
value of money will be. There is not the slightest diffi- 
culty in fitting the theory with the facts, nor is there any 
violent breach with the past, for, in fact, ‘“ willingness 
to hold money” is merely the reciprocal of the old 
concept of “ velocity of circulation.” 

Professor Nogaro is right in thinking that the Quantity 
Theory and the Purchasing Power Parity Theory of the 
Foreign Exchanges are intimately related. Changes in 
the internal and the external values of a currency are, 
no doubt, as he argues, distinct phenomena, but it does 
not follow that they have not a common parent. He 
makes much of the fact that in certain countries, e.g. 
Germany in the later stages of inflation, prices followed 
the exchanges, i.e. the internal value of the currency was 
higher than the external, but this proves nothing. The 
speculators and those responsible for the flight from the 
mark must have based their actions on something; the 
fact that the exchange fell more quickly than internal 
prices rose simply proves once again that the onlooker 
sees most of the game : in this case, judged the situation 
more correctly than the millions of humble folk in 
Germany, who were ruined by the fall in the value of the 
currency. The root cause at work is not “speculation,” 
but the causes which make speculation worth while. 
The exchange crisis, argues Professor Nogaro, ‘“‘ whether 
merely accompanied by abnormal issues or more or less 
prepare -d or caused by these issues themselves,” is due 
to the “ very fact of the disappearance of the gold point, 
even without inflation, ’’ whilst ‘‘ inflation does not suffice 
to create an exchange crisis so long as the gold point 
subsists."” How, then, has France managed to have a 
stable exchange in recent months, and how long will 
there be “‘ a gold point ”’ when there is inflation ? So long 
as the gold lasts, and that in itself depends upon the 
volume of inflation, at home and abroad. 


and Keynes in recent years—before the publication of 
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We lack the space adequately to examine those 
bimetallic experiences which have led Professor Nogaro 
to reject the view that money is a commodity, the value 
of which is subject to normal laws applicable generally 
to commodities, and which have led him to stress the 
nominalistic aspects of money. It is, of course, the case 
that the right of unlimited coinage of both gold and silver 
is a very important fact, but this by no means proves 
that the concurrent circulation of both metals is made. 
possible by means of it, under all circumstances of the 
production of the precious metals. Even if the whole 
world were bimetallic, it is not difficult to imagine 
conditions in which the costs of gold mining might rise 
so much (in view of large increases in the supply of silver) 
that no gold is produced at all or only enough to satisfy 
the industrial demand. In any case, there have been 
other commodities for which there has been an unlimited 
buyer at a fixed price—most “ valorisation ’’ schemes are 
built up on this basis: do we then argue that the com- 
modity in question is not “submitted to the law of 
supply and demand ”’ because it enjoys “an unlimited 
vend at a fixed price” ? 

Mr. Jack’s book examines the trend of European 
monetary reconstruction in the light of the methodology 
made fashionable by Keynes in his ‘‘ Economic Consequences 
of Mr. Churchill’’ and adopted by his critics to disprove 
the positions he there took up; that is, Mr. Jack devotes 
a good deal of attention to the relative movement of 
wholesale and cost of living indices. He has no difficulty 
in showing (p. 59) that the adverse relationship between 
cost of living and wholesale prices which marks the 
present position in this country is also to be found else- 
where, in fact to practically the same extent as here 
in the U.S.A., Sweden and Holland, to a somewhat 
smaller extent in Germany, whilst in the Latin group 
of countries the cost of living has so far lagged behind 
wholesale prices (table, p. 59). “He is right in thinking 
that the disparity was not produced by the gold standard 
and that it cannot be eliminated by abandoning the gold 
standard (p. 65). But, as he has remarked on the previous 
page that “the difficulty might be met if world gold 
prices rose by about 20 per cent. (? wholesale) and 
internal prices remained substantially unchanged,” it 
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is difficult to see why, “ taking a longer view, the analysis 
may have served to indicate the advantages which are 
likely to accrue from the adoption of any effective scheme 
which provides for the stabilization of the value of 
gold.”’” Which value? The post-war monetary diffi- 
culties arose out of the abandonment of the gold standard 
and the orgy of inflation, and, had there been general 
agreement to stabilize prices before the war, that would 
not have made the slightest difference: the agreement 
would have disappeared with other things incompatible 
with hostilities. 

In the Introduction Mr. Jack has attempted to deal with 
the general questions which reconstruction has raised—on 
the whole adequately—by no means an easy thing in the 
space of forty-four pages. He deals, inter alia, with the 
interminable dispute between those who think that budget- 
ary equilibrium is a prerequisite of currency stabilization 
and those who think the opposite. Of course, budgetary 
equilibrium does not imply that “ the internal depreciation 
of the currency will immediately be checked,” but it is 
quite certain that a stoppage of inflation will balance 
the budget, because, of course, an “‘ unbalanced budget ”’ 
simply means a “ budget not balanced except by means 
of inflation.” It is difficult to follow the sequence of 
Mr. Jack’s thought when, having shown that budgetary 
equilibrium does not involve an immediate cessation of 
depreciation, he adds, “if no further issues of paper 
money are made, the internal price level may still have 
to rise unless steps are taken to stabilize the price level 
by removing the excess of money which is still capable 
of influencing the circulation.’’ This can only be so if, 
after budgetary equilibrium is reached, people still distrust 
the currency. If that is so, budgetary equilibrium will 
not last. If that is not so and “confidence has been 
restored,’ to use the fashionable phrase, prices will fall 
and not rise, because willingness to hold money goes up, in 
spite of the total volume of currency remaining the same. 

Mr. Jack has produced a useful book, but it is not 
quite easy to see precisely why the important case of 
Czechoslovakia should be dismissed in four pages 
whilst Austria absorbs thirteen. When he is dealing 
with Germany, he spends too much time on the re- 
organization of the Reichsbank and not enough on the 
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development of Reichsbank policy in 1926 and early 
1927. Since the Preface is dated September 1927 the 
facts should have been accessible to him. But, all in 
all, he marshals his facts well and has covered a wide 
field in a little over two hundred pages, so that those 
who prefer a concentrated diet should be grateful to him. 

We do Mr. Jenks no injustice when we say that he 
has tried the methods of Mr. Lytton Strachey in the 
writing of economic history. His book deals exhaustively 
with the export of British capital in the period of the 
industrial hegemony of Great Britain: deals with it both 
learnedly and picturesquely. And what a story it is! 
The Liberal revolutions of South America, the Legitimist 
period in France, the nascent industry and public works 
of the United States, the railways of Europe and the 
East, Egyptian and Turk, Russian and Yankee have all 
in their turn fallen back on the resources furnished by 
the British bourgeoisie. A whole hierarchy of monarchs 
of the money market—Barings, Rothschilds, Hambros, 
Bischoffheims, a whole set of institutions—merchant- 
bankers, stock-jobbers, finance companies and invest- 
ment trusts—have been carried on the broad shoulders 
of the English middle class. We must be grateful to 
Mr. Jenks for his analysis and for the invaluable collection 
of material which he has amassed in his footnotes, even 
if we feel that at times he is inclined to indulge in that 
most tempting of all games to the young historian— 
putting out his tongue at the past; and even if sometimes 
his remarks give rise to a suspicion that he has not 
always worked fully through the material he has gathered. 





Banking Appointments 


Sir Vincent Meredith has resigned the presidency of 
the Bank of Montreal upon his election to the chairman- 
ship of the board. He remains the chief executive officer 
of the bank. Sir Charles Gordon, G.B.E., has been 
appointed president, and Mr. H. R. Drummond and 
Major-General the Hon S. C. Mewburn, C.M.G., were 
elected vice-presidents. These officers form the executive 
committee of the board. 

Sir Thomas Catto has been admitted a partner of 
Morgan Grenfell and Company. 
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Mr. Harold Stanley, lately president of the Guaranty 
Company and vice-president of the Guaranty Trust 
Company, has been admitted a partner of J. P. Morgan 
Company. 

Mr. Henry Eustace Guinness has been admitted a 
partner of Messrs. Guinness, Mahon & Company. 

Mr. S. J. Moore has been appointed president of 
the Bank of Nova Scotia and Mr. Hector McInnes and 
Mr. J. A. Macleod have been appointed vice-presidents. 
Mr. Macleod will retain the general managership. 

The Hon. Alexander Francis Baring has been ap- 
pointed a managing director and an assistant secretary 
of Baring Brothers and Company, Limited. 

Mr. Hugo von Metzler, a partner in the Frankfort 
banking house, Metzler, Sohn and Company, and Mr. A. 
Emanuel Nobel of Stockholm, have been elected to the 
board of the London and Eastern Trade Bank. 

Mr. Sydney N. Lighton has been appointed sub- 
manager of the National Discount Company in succession 
to Mr. James E. Heriot, retired. 

Messrs. Coutts Company announce that the Marquess 
of Cambridge has been appointed to their managerial staff. 

Mr. Charles Cambie, London manager of the Canadian 
Bank of Commerce, has been elected chairman of the 
committee of the Overseas Banks Association for the 
ensuing year. 

Mr. F. E. King, assistant manager at the head office 
in London of the Standard Bank of South Africa, is 
shortly proceeding to Cape Town to take up the appoint- 
ment of assistant general manager. Mr. Ralph Gibson, 
of the New York Agency, succeeds Mr. King as assistant 
manager in London. 

Mr. R. D. Trotter, chairman of the Provincial Bank 
of Ireland, has joined the board of the National Bank 
of New Zealand. 

The Hon. Thomas Money Coutts has been elected a 
director of Messrs. Coutts Company. 

Mr. E. C. Ellen, assistant manager of the Union 
Discount Company, has been appointed a sub-manager 
and Mr. C. B. Sharpe and Mr. C. W. Holliday have been 
appointed managers’ assistants. 
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The Belgian Stabilization and 


its Results 
By Dr. Louis Franck, G.C.V.O. 


(Minister of State, Governor of the National Bank of Belgium) 


MONETARY reform never appears more easy 
than when it has been carried through with 


success. 

The greatest of all obstacles in the way of stabiliza- 
tion of the Belgian currency was that an earlier plan of 
monetary reconstruction, submitted to Parliament in 
October 1925, had failed in March 1926 and caused a 
crisis of great magnitude and risk. The error, which led 
to this catastrophe, was that no adequate provision had 
been made for the floating debt, which amounted to 
about 6,000,000,000 fr., and weighed heavily on the 
Treasury during the months while the reform was 
in preparation, so that, when ready, the whole plan 
collapsed. 

When the chances of a new scheme of stabilization 
were considered in September 1926 the inland floating 
debt had been consolidated ; by decree of July 31, 1926, 
an option had been given to the holders of Treasury Bonds 
to exchange their securities for preference shares of the 
newly-formed National Company of Belgian State Rail- 
ways, an exchange which has proved a very favourable 
bargain to the immense majority of holders who accepted 
the option. 

The budget had been balanced. Special taxes had 
been voted and earmarked for redemption of the balance 
of the floating debt. To this effect a special institution, 
the Fonds d’ Amortissement, had been constituted. 

This great work had been accomplished in four 
months with the united support of all parties by a 
coalition cabinet, formed after the crisis of March 1926 
by M. Henri Jaspar, with M. E. Francqui leading its 
financial policy. 

Public opinion in Belgium was, however, far from 
unanimous in favour of stabilization. In competent 
financial circles many doubts were heard and a good 
deal of scepticism was rampant. 
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But a thorough study of the general position led to 
the conclusion that the time was ripe. Circumstances 
appeared favourable and amongst them the stimulating 
effect of the British coal strike on Belgian exports and 
a rising market for the French franc. The necessary 
financial aid was obtained abroad, and on October 25, 
1926, the decree of stabilization was published in 
Brussels, under the special powers which had _ been 
delegated by Parliament to the executive in view of 
financial reconstruction. 

The chief features of the reform, in the preparation 
of which the National Bank co-operated, are well known : 

1. A rediscount credit was opened to the National 
Bank of Belgium by the Bank of England, the Federal 
Reserve Bank, the Banque de France, the Reichsbank, 
the Imperial Bank of Japan, the Nederlandsche Bank, 
the Swedish, Austrian, Hungarian central banks. The 
idea of this credit came from the Governor of the Bank 
of England, Mr. Montagu Norman, and was a new 
departure in central bank policy. Although it was, in 
fact, never used, it proved a moral asset of considerable 
importance. 

2. The gold basis of the Belgian currency was restored 
by reimbursement of the greater part of the State Debt 
to the National Bank—which is the only bank of issue 
in the country. 

From 6,705,000,000 fr. the debt was brought down to 
2,000,000,000 fr., and this balance will be gradually 
redeemed. 

A foreign loan of $100,000,000 issued in London, 
New York, Amsterdam, Stockholm, and the Swiss 
banking places supplied the necessary means together 
with the revaluation of the gold held by the Bank. The 
benefit of this revaluation went to the State, by the 
reduction of its debt. 

3. A new monetary unit was created, under the name 
of “ belga,’”’ with a gold parity of 0°209211 grammes of fine 
gold: on that basis 35 belgas are equal to one pound 
sterling, and 71919 to one dollar. Henceforward the 
belga became the basis of the Belgian exchange. Belgian 
banks transformed the franc balances of their foreign 
clients in belga at their demand, the National Bank 
undertaking naturally to do the same transfer for them. 
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4. The franc, instead of being withdrawn, was main- 
tained in circulation for inland usage as legal tender on 
the fixed proportion of five francs for one belga. 

There was, therefore, no room left for a difference in 
exchange between the two units: one is a multiple of 
the other; both are parts of the same monetary system, 
just like the shilling and the pound. 

New bank-notes issued in Belgium give their value in 
both units, the new and the old one: 500 francs or 
100 belgas; 100 francs or 20 belgas, and so on. 


5. The rate of stabilization at 0209211 fine gold per 
belga was equivalent to 175 fr. on the pound at par, 
17430 fr. at the rate prevailing at the time of the 
decree. 

This rate was chosen on the basis of three factors : 

(a) The average rate of exchange prevalent for 
several months (due account being taken of 
occasional causes of disturbance in the market) ; 

(b) The gold available for the reform and the pro- 
portion which this amount bore to the liabilities 
on demand; 

(c) The amount of circulation per head of popu- 
lation of Belgium and the Grand Duchy of 
Luxemburg. 

At the figure, where these three factors practically 
coalesced, the rate of 0°'209211 grammes fine gold in the 
belga has been fixed. 

The stabilization, so effected, was de jure. No attempt 
was made towards revalorization of the currency, nor 
had any considerable period of de facto stability preceded 
the decree of reform. 

The stabilization was favourably received both in 
Belgium and abroad. 

Now that fourteen months have passed since the 
stabilization decree was published it is possible to judge 
the results of the monetary reform. 

Firstly, there has been no economic crisis. 

As prosperity was general in Belgium at the time of 
the reform, it was most important to prevent such trouble 
and to leave economic values to adjust themselves 
gradually and quietly to the new system. 

No unemployment, no trouble in industry, agriculture 
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or commerce, no conflicts as to wages, no difficulties of 
export : such results, maintained during fourteen months, 
speak for themselves. 

They are the best evidence that the reform was well 
adapted to the general conditions of the country; if 
the fundamental elements of economical life in Belgium 
had been adversely affected, no special monetary measure; 
would have avoided a crisis. 

Psychological factors are important in any currency 
reform. By maintaining the franc as the unit of domestic 
transactions, all the trouble in daily life associated with 
the introduction of a new monetary unit was avoided. 

Prices in Belgium at the time of reform were under 
the world’s level. In November 1926, the index of retail 
prices was at 730, the average prices of Ig13 being taken 
as at 100. In December 1927, it had risen gradually 
to 812, a rise of about 7°5 per cent. In the meantime, 
wholesale prices—which are calculated on a different 
basis and by a different method—have come down to 
838 in December 1927, from 868 in November 1926. 

While economic conditions were thus gradually 
adjusting themselves within the country, the creation of 
the belga had acted instantaneously as far as the world 
market was concerned. Within one week, the new 
quotation and the new name had made it clear, on all 
foreign exchanges, that a complete change had occurred 
in the monetary position of Belgium, that weak and 
vacillating money was a thing of the past and that a 
new gold currency had taken its place. 

The great success of the stabilization loan, which was 
over-subscribed heavily everywhere, acted in the same 
direction. Since then, the cover of the new monetary 
unit has been maintained at a high level. The first 
statement of the National Bank showed a proportion of 
gold values to the total of demand liabilities of 52°05 
per cent. This proportion has been regularly increased, 
and the financial year 1927 closes with a proportion of 
55 per cent. 

The position of the belga is even stronger. In the 
plan of operation an additional exchange reserve had 
been provided for. As this reserve has never been 
touched, the gold values covering the belga are sub- 
stantially in excess of the above proportion. 
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During the fourteen months which have elapsed since 
the stabilization, the belga has kept very stable. 

No intervention of the bank has been necessary to 
secure stability. 

The money market has been well supplied. During 
the whole year, short money, both on call and _ for 
discounting bills and advances, has been abundant in 
Brussels. The reasons are easily given 

A considerable amount of Belgian capital had been 
sent or left abroad at the time when the franc was rapidly 
depreciating. It has gradually returned to the country. 
The Fonds d’Amortissement has been reimbursing 
important amounts of Treasury Bonds. 

Investments in foreign securities, to the contrary, have 
been generally maintained, but it is well to remember 
that Belgian capitalists have always had a good deal of 
foreign stock and bonds in portfolio, and the dividends 
and interest are now regularly repatriated. 

After the stabilization, there was a good deal of foreign 
capital offered for temporary investment to Belgium. 
On the advice of the National Bank, those offers were 
declined, and the balances of short money belonging to 
foreign capitalists which are at present in Belgium are 
considered small. Neither have foreign loans been 
permitted by the Government to municipalities or pro- 
vinces, nor has the Government itself resorted to such 
means of credit, except for a certain amount of preferred 
shares of the Railway Company, which were sold 
just after the reform. But these sales were rapidly 
discontinued and will not occur again. If further 
borrowing abroad was thus stopped, it has not been 
possible to prevent the purchase of Belgian securities 
for foreign account in the open market. Although no 
precise figures are available, there is no doubt that the 
total amount so acquired is substantial. At least a part 
of it has been offset by purchases of foreign stocks and 
bonds by Belgian investors and by the important balances 
which Belgian banks are maintaining abroad, particularly 
in London and New York, and which reflect the abundance 
of money in the home market. 

The amount of Belgium’s credit of this nature against 
foreign places is estimated at various figures, but is 
probably not less than 40 million pounds. This is a 
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remarkable figure, the more so as domestic investments 
in industrial, colonial and commercial companies have 
been plentiful during 1927. The total new flotations 
in Belgium since the stabilization until December 1, 1927, 
have been: 





I. Government (direct or indirect) loans. Fr. 
Société Nationale desChemins defer .. aie 334,000,000 
Société Nationale des Chemins de fer vicinaux . . 50,000,000 
Réparations (A.N.I.C.) .. i a a 10,000,000 

394,000,000 

Il. Municipalities and Provinces... és ae 790,000,000 

Total of public borrowing ts ~ sit 1,184,000,000 


III. Limited Companies (Banks, Industries, Colonial 


Companies, etc.) : 


A. Shares: 


1. Increase of capital of existing concerns .. 2,974,134,000 
2. New companies ea gs ws a 2,388,413,000 


B. Bonds .. os ‘is ss aia oa 185,050,000 


5,547,597,000 


Grand Total ia ‘A 6,731,597,000 


Foreign capital constitutes part of these investments, 
but not more than 25 or 30 per cent. The balance has 
been found in the home market—a substantial amount 
for a country which has just passed through a severe 
ordeal. 

Where did the money come from? It represents : 


1. The annual balance of profits over expenses; 

2. Money brought back from abroad after stabiliza- 
tion ; 

3. Money received by reimbursement of those Treasury 
Bonds, which were not consolidated; and 

4. Sales of securities to foreigners. 


It will be seen from above figures that if investment 
in shares has been popular, issues of bonds have been 
rare. Against a gross total of more than 5,200,000,000 fr. 
for the former, the latter do not represent more than 
about 1,300,000,000 fr. A large part of the Government 
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and municipal securities went abroad. And only when 
supplemented by a participation in the profits have new 
obligations of companies met with success. 

This timidity in purchasing the safer securities of the 
long money market is extending to loans on mortgage 
of land and buildings. Formerly this was a popular 
Belgian investment; its rate before the war, on first-class 
security, averaged 4 per cent. At present 7 and 8 per 
cent., net of all taxes, are current, and even at that 
price available capital is small. 

No doubt the great losses which the monetary crisis 
brought on the holders of public and private bonds, 
the increased taxation and the speculative tendencies 
(which are the evil inheritance of many countries since 
the war), are responsible for the present situation. There 
is, however, a tendency towards easier conditions for 
long loans, and two factors contribute to it. The first is 
the benefit which the holders of governmental stock 
have reaped from stabilization. The market value of 
Government securities since October 1926 shows a 
generous rise, the total increase being more than 
4,000,000,000 fr. 

A second element of recovery is to be found in the 
Government’s decision to end the era of State borrowing. 
The programme of expenditure is limited to public works 
of an economic and productive nature, such as ports, 
canals, electrical equipment, and the cost will be met 
from the resources of the budget, without recourse to 
credit. Municipal and provincial borrowing is also 
kept within narrow limits. This is a wise policy, which 
cannot fail to bring Government securities into favour. 
There is no doubt that in Belgium, as elsewhere, the 
excess of speculation will correct itself and decrease. 
Through the great changes in the distribution of wealth 
a new class has been brought into touch with the Stock 
Exchange. These investors are largely without experi- 
ence. They have still to learn their lesson, and though 
it will be a pitiful one for them, no amount of warnings 
can assuage their illusions. Fortunately, although the 
evil is widespread, it does not appear that the volume 
of credit extended to the Stock Exchange is abnormal, 
owing to the boundaries in which the Belgian banks are 


wisely keeping it. 
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Belgian industry has been very satisfied with the 
monetary reform, and so has Belgian labour. The year, 
as a whole, has been a profitable one in most branches. 
At present, as far as the inland market is concerned, 
there is evidence of slackening: the public is returning 
to habits of thrift, and is buying less. This is the restric- 
tive effect of a stable currency after the reckless spending 
under an inflated one. 

But if industries whose field is restricted to the home 
market are complaining, the export industries, on the 
contrary, generally continue to flourish. Coal, hand-made 
glass, and rolling stock are the only exceptions. In 
November 1927 iron and steel had practically the same 
output as they had in November 1926 at the height of 
the British coal strike.* 

Textiles are doing well. The plate glass and cement 
trades have no reasons for complaint. The machinery trade 
is menaced by the recent French tariff, but is otherwise in 
good condition. By the introduction of more elaborate 
mechanical equipment Belgian industry has mitigated 
the loss in productive power due to a shorter day of labour. 

Exports of agricultural produce, fruit, vegetables, 
eggs, etc., are expanding, and it is reasonable to assume 
that the heavy Belgian horse has regained popularity 
over our borders. 

The general balance of commerce is more favourable 
than before the war. In 1913 the average of exports 
to imports was, according to statistics, 73°6 per cent. ; 
in 1920 it had gone down to 68°3 per cent.; in 1926 it 
had risen to 84°8 per cent.; and in the last months of 
1927 for which statistics are available it exceeded on 
an average 93 per cent. 

Although these figures are subject to reserves and 
corrections, for various reasons on which I cannot 
expatiate in an article such as this, it can hardly be 
doubted that Belgium is more than maintaining its own 
as an exporting country. The rising tide of high tariffs 
and an important foreign debt are serious handicaps, 
but the country possesses new sources of wealth and 
expansion, while it has maintained in full various those 
which it possessed before the war. These new elements 


* Nov. 1926: iron, 309,520 tons; steel, 309,350 tons. 
Nov. 1927: iron, 313,090 tons; steel, 310,020 tons. 
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are : (1) the Congo colony, which has since the war begun 
to supply a substantial addition to the credit side of our 
balance of payments; (2) the coalfields of northern 
Belgium, which were not developed before 1914, have 
commenced to produce an increasing output; (3) finally, 
the middle-class industry, producing luxury goods, is 
rapidly expanding and increasing its exports, and it 
appears to have a great future in British and American 
markets owing to its excellent workmanship, its artistic 
traditions, and its comparatively low prices. 

There is no doubt that the opening up of these new 
resources was necessary, when one takes into considera- 
tion the great losses of the war and the serious amount 
of a foreign debt which did not exist before the war. 

As to international commerce, the losses and draw- 
backs under which Belgian trading houses suffered 
during the years of weak and falling money have been 
very serious; but they have not injured the main fabric 


of our trade. 
The port of Antwerp is making sure and certain 


progress. 
x x * * 


In these circumstances it will not appear extra- 
ordinary that the National Bank of Belgium is today 
holding a greater amount and porportion of gold and gold- 
values than was ever the case before the war, and that 
she has been able to reduce gradually her discount rate 
from 7 per cent. at the time of stabilization to 44 since 


November 1927. 


Obituary 


Mr. T. Henry Morris 


On November 26 died Mr. T. Henry Morris, C.B.E., 
a director of the general board and chairman of the 
Leeds and district board of the Bank of Liverpool and 
Martins, Limited. Born on February 3, 1848, he was 
educated at Rugby, and spent the greater part of his life 
in business in Halifax. As chairman of the Halifax Com- 
mercial Banking Company, he was mainly responsible for 
the negotiations which led to that bank’s amalgamation 
with the Bank of Liverpool and Martins. 
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Law Reports 
By Our Legal Correspondent 


HE case of Lloyds Bank Limited v. Chartered 
Bank of India, reported in the “ Times”’ of 
December 17, affords a curious but interesting 

example of the importance of the question of “ burden 
of proof” as applied to a bank’s reliance on the pro- 
tection against an action of conversion offered by section 
82 of the Bills of Exchange Act and the equivalent 
section (131) of the Indian Negotiable Instruments Act, 
1881. The dispute arose out of the frauds of one Lawson, 
a chief accountant of the Bombay branch of Cox’s Bank, 
which afterwards was absorbed by the plaintiff bank. 
It seems that between March 1922 and January 1924 
there were nineteen cheques for various sums in rupees, 
equivalent in all to between £17,000 and £18,000, pur- 
porting to be drawn by Cox’s Bank on the Imperi rial Bank 
of India, payable to the defendant bank. These cheques 
were signed by Lawson and one other official of Cox’s 
branch at Bombay and were drawn without the know- 
ledge of and in fraud of the plaintiffs. By a direction in 
writing on Cox’s official paper signed by Lawson, the 
defendant bank, to whom the cheques were made pay able, 
were requested to pay the proceeds to the credit of a 
joint account which Lawson and his wife kept at the 
defendant bank. When the cheques were paid in, 
Lawson almost immediately drew the money by cheques 
payable to stockbrokers : “and,” said Mr. Justice 
MacKinnon, “ anyone must have seen that he was carrying 
on exte nsive speculations.” Lawson, as chief accountant, 

‘cooked ”’ the plaintiffs’ books to conceal his operations, 
and he remained undetected until he went on leave, when 
his fraud was discovered. 

On the facts, Mr. Justice MacKinnon held that there 
was a clear case of conversion against the defendant bank, 
and the only question remaining was—could they claim 
the protection of section 82 or its Indian equivalent ? 

On this the plaintiff bank challenged the defendant 
bank to prove (1) that they received payment for a cus- 
tomer at al], seeing that the cheques were made payable 
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to them and not to a customer, and (2) that they had 
acted without negligence. As to (1) the judge ruled that 
the defendants were right inasmuch as the written request 
to pay the proceeds to their customer Lawson’s account 
made it a collection for that customer. 

As to (2) the judge also rightly held that the burden 
of proving that they acted “ without negligence ’’”’ was 
upon the defendants. The facts of the case disclosed, 
as will be seen above, that an official in receipt of quite a 
moderate salary was paying into his own private account 
the proceeds of cheques for large sums, paving out again 
to native stockbrokers, and that such payments were 
made by cheques drawn by his employers. The learned 
judge felt, as the case stood, that the defendants had not 
satisfied the onus of proof. He might perhaps have 
gone farther and said there was negligence. He did 
not, however, do so, but said : 

“The bank officers dealt with hundreds of cheques 
a day and the opportunity of scrutinizing any one of 
them was small. In estimating the standard of care 
by the collecting banker, which the statute created for 
the first time, one must take the standard of a hypo- 
thetical bank clerk. In doing so, must one impute to 
him a knowledge of all the facts, when it was quite 
certain that he did not know them? On the whole he 
thought he must hold that, if a prima facie case was 

made out against them, the defendants must definitely 
prove that there was no negligence by their servants. 
That proof must be very difficult to give in any case, 
and he thought that in this case the defendants had 
not succeeded in discharging the burden. The Legis- 
lature had used the words of the section without, possibly, 
realizing their full extent, but he must take the words 
as they stood. The defendants, therefore, had failed 
to establish with regard to each of the nineteen cheques 
that they had acted without negligence, and judgment 
must be against them.’ 

As we have said, this case brings home the difficulty 
of proving “ no negligence ” on the part of the bank 
seeking protection—a point not always appreciated by 
laymen. It has, however, been stressed in quite a number 
of cases: and in doubtful cases the failure falls on the 
party on whom the burden of proof is placed. That is 
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to say, a judge may feel that a state of facts is proved 
that is ‘‘on the border line”’ or on an even balance— 
that does not suffice to protect the defendant bank, for 
in such a situation the burden of proving “ without 
negligence’ has not been discharged: just as, if the 
burden were on the plaintiff to prove negligence, he, too, 
would fail for the reason that he had not satisfied the 
onus of proving negligence. Too often one has heard 
in banking circles the idea expressed that to succeed 
in securing the protection of section 82 all a banker has 
to do is to rebut the allegations of negligence made by 
the complaining “ true owner ”’ of the converted cheque 
or its proceeds. Not at all! Once a conversion is 
proved (i.e. a dealing with the true owner’s property in 
a manner inconsistent with and adverse to his rights of 
ownership) the case of the true owner is complete. If 
the collecting banker relies on section 82 as a protection 
against dealing with the cheque to which his customer 
has a defective title, it is he who sets up that he received 
payment “without negligence,’ and a negative is 
notoriously hard to prove. In all these cases the odds 
are therefore at the outset a little against the con- 
verting banker who relies on the section. The question 
at issue is not, “‘ Was the collecting banker guilty of 
negligence ?”’ but is better put, “‘ Has the collecting 
banker proved that he acted throughout the transaction 
without negligence ?’’ There is a practical difference 
between the way of putting the question, as the case under 
review shows. 

The subsidiary question that was discussed as to 
whether, as the facts proved, the bank was collecting it 
“for a customer,” seeing that the bank itself was the 
payee of the cheque, is of slight interest. On this 
McKinnon, J., says: “It would be giving far too narrow 
a meaning to the words to say that receipt by a banker 
of cheques payable in words to himself, but accompanied 
by a request to credit them to a customer, was not a 
receiving on behalf of a customer.” It was proved in the 
particular case that the drawing by the plaintiffs of a 
cheque in favour of the defendants, accompanied by a 
letter requesting the defendant to credit it to a customer, 
would be a perfectly normal proceeding. Neither the 
drawing of the cheque nor the request to credit it to 
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Lawson were in this case the acts of the plaintiff, but 
were fraudulent acts of Lawson himself. Nevertheless, 
the conclusion was come to that, although payees, the 
defendants never purported to collect the proceeds for 
themselves, but for Lawson, and the words “ receives 
payment for a customer” were held wide enough to cover 
the case. 


The Anglo-German Mixed Arbitral Tribunal (First 
Division) have just delivered a judgment affirming their 
interlocutory decision in Mr. Jaffe and others ve German 
Government (Recueil V 1, p. 626), where they held that 
in the case of a debt, and so Jong as the debtor’s liability 
to pay the debt to the creditor was not discharged by a 
war measure, no “deposits.” “funds,’’ or in general 

cash assets” within the meaning of paragraph 11 of the 
Annex to Section IV, Part X, of the Treaty were estab; 
lished for which the German Government could be held 
liable by virtue of Article 297 (h). In the case in which 
the Tribunal affirmed this decision the “cash assets” in 
question was a cash balance lying at a German bank and 
remaining there throughout the war. The exceptional 
war measure relied on as against the German Govern- 
ment was the prohibition of removing money out of 
Germany. The applicant for relief had ‘been interned at 
Ruhleben during the war, and but for the embargo on 
removal of money out of the country could have con- 
verted the moneys in question into Swiss money and 
brought them out of Germany in October 1917. The 
applicant put his claim against the German Government 
under Article 297 (h) and alternatively under 297 (e). 
By reason of the ruling in the Jaffe case the Tribunal 
pointed out that he could not succeed under 297 (h), 
because the exceptional war measure relied on did not 
discharge the bank as debtor as, throughout the war, 
the bank remained liable as towards the claimant whose 
remedy as against the bank would be under Article 296, 
and not against the German Government under 
Article 297 (h). The alternative claim, however, under 
Article 297 (e) was held good, since but for the war 
prohibition against removing the money it could have 
been removed in October 1917 when the exchange value 
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at Zurich would have realized £1,675 7s. 1od., whereas 
on January 20, 1920, when the prohibition was removed 
it would have realized only £245 9s. 7d. The difference 
between these sums, £1,431 19s. 3d., represented the capital 
loss due to the war measure for which the German Govern- 
ment was responsible. The Tribunal also added com- 
pensation for loss of use of the money at 5 per cent. 
£1,675 7s. 10d. from October 15, 1917, to Suite 4 20, 
1920; and on £1,431 Igs. 3d. from the latter date until 
payment and £20 costs. 

The significance of the decision is the difference 
drawn between the liquidated claim against the German 
Government which is not applicable when the bank 
balance is not taken, but merely put out cf use for the 
time, and a claim for damages under 297 (e) when any loss 
directly resulting from the prohibition on removal of the 
money and use of it outside Germany is claimable. 
Where the war interference leaves the original debtor 
still liable the German Government has under the 
Treaty no direct liability; but a liability to damages 
traceable to holding up the money by war measure is 


claimable. 


An inquiry has reached us as to the effect of general 
words in a printed memorandum of deposit of securities 
by way of charge. After a specific declaration of charge 
upon certain securities specified in the schedule follow 
some general words, “and I further agree that this charge 
shall extend to any and all other securities belonging to 
me that are now or may be at any time hereafter in your 
possession.” It appears that some year or so before 
this deposit the bankers held certain securities of the 
customer on safe custody terms. These earlier securities 
had been deposited in the usual way for safe custody, and 
had been so entered in the bank’s safe custody records 
and a receipt duly given. They had remained there in 
safe custody. When the customer became insolvent his 
trustee in bankruptcy claimed the securities that had 
been deposited for safe custody as part of the debtor’s 
estate. Cannot the bank rely on the general words of 
the later charge as giving them a charge upon them, since 
at the time of execution of the memorandum of charge 
they were securities belonging to the debtor, and at that 
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time “in their possession”? That is the inquiry put 
to us. 

On the one hand, it is said that no one can dispute 
that the securities were in the physical possession of the 
bank at the time, and, reading the general words of the 
subsequent charge literally, must it not be said to include 
them ? On the other hand, it is argued that the general 
words contained in the specific deposit made subsequently 
referred only to securities in the bank’s possession under 
such conditions as made them liable to charge, and could 
not be extended to cover securities already in possession 
but under the specific terms of a special contract incon- 
sistent with charge; and that had the later memorandum 
of deposit and other securities been intended to cover 
these securities held for safe custody express agreement 
to change the nature of the possession was called for. 
Moreover, it is pointed out that banker’s lien does not 
apply to securities held merely on safe custody agreement. 
We think the latter of the two views expressed is the 
sounder one, and that in the circumstances the general 
words did not include the securities held by the bank for 
safe custody within the memorandum of charge. 


We ventured to prophesy that the new Companies 
Bill would not become law last year, and our prognostica- 
tion is justified by the facts. From the review we have 
given in earlier issues of its provisions and the suggestion 
of the committee of a Consolidating Act to follow, it 
may be that we may be spared the intervening passage 
of the Bill into law. In the present unstable political 
situation anything may happen. The mercantile com- 
munity are not enamoured of the measure, although some 
of its provisions are regarded as useful. It is the most 
important of the “innocents” that at the end of every 
session have to be sacrificed to the other more political 
and theatrical demands of Parliamentary time, and the 
‘“Times”’ says “there is a general hope that it will again 
appear in the Government programme for next year, and 
that it will be presented at an early stage of the session, 
when it has some chance of being passed into law.” 

We are not so sure about the “general hope,” but 
we shall wait and see ! 
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German Banking and Finance 
By Our Berlin Correspondent 


HE situation in the German capital market has 

| changed very little in the last few weeks. Money 
rates remain high; 8} to 9} per cent. is paid for 
monthly money, and the largest banks pay up to 8 per 
cent. for deposits at three months’ notice, and 7} to 73 
per cent. for one month. New issue business remains 
at a complete standstill. During the whole of November 
only 50 million R.M. of bonds and debentures were 
issued in Germany. Moreover, since the correspondence 
between Mr. Parker Gilbert and the German Finance 
Minister foreign loans have ceased almost entirely; 
they amounted to only 89 million in November compared 
with 523 million R.M. in October, and the total for 
December will probably be even less. The Advisory 
Council—the commission which has to determine the 
admissibility of public loans from abroad—has not had to 
function for many weeks, since State and municipal loans 
have for the moment become impossible. The Govern- 
ment is now on the point of establishing municipal credit 
on a new basis. It has sent round a questionnaire to all 
the large municipalities to ascertain the amount of the 
existing floating debts of these corporations and the 
extent of their monetary requirements in the forthcoming 
year. There is a scheme in hand to consolidate these 
floating debts by a large common loan from abroad, and 
in this way to prevent dozens of individual loans being 
offered on the London and New York markets. The 
result of this questionnaire is not yet available, but it is 
believed that the floating debts of the municipalities 
total from 600 to 800 million and that several hundred 
millions more are required, especially for building houses 
and the development of municipal electricity and gas 
undertakings. When and under what conditions the 
issue of such a consolidating loan would be feasible is 
not yet clear: it depends largely upon the further dis- 
cussions between the Government and the Reparations 
Agent, which, however, have in the meantime assumed a 
much more friendly form. The Government has made 
various efforts in the last few weeks to meet the wishes 
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of Mr. Parker Gilbert. In particular they have been con- 
formed to in a large degree in the Budget of 1928 by the 
elimination of the extraordinary budget, except for a 
small remainder. The Chancellor has also summoned 
the leading Ministers of the States to a conference in 
January, which will deal for the first time with the question 
of the revision of the legal and financial relations between 
the Reich and the States. Thus the greatly needed 
constitutional and administrative reform of the German 
State is for the first time the subject of an official debate. 
Naturally it is not to be expected that so difficult a 
problem will be solved at the first conference. In a 
country which is so deeply permeated by historical 
tradition and characterized by so great racial differences 
as is the case with Germany, such problems are not to 
be solved on purely rational lines. But it already means 
much that this problem will now be discussed in 
its fundamentals under ministerial responsibility. The 
financial movement towards constitutional reform is so 
strong that it may prevail even against serious political 
opposition. 

Next to the consolidating loan for the municipalities 
the capital market is hoping for considerable accretions 
from two other sources in the near future. In the first 
place, the prospects of the final release of sequestrated 
German property in America are more hopeful than ever 
before. The American Government is strenuously en- 
deavouring to secure that the Senate shall pass in the 
current session the law which has been continually held up 
for two years. The opposition seems to have become 
weaker, and President Coolidge, who is not seeking re- 
election, may perhaps, on that account, need to exercise 
less concern in the matter than previously. The release 
of American balances should bring back about one 
milliard Reichsmarks to the German capital market. 

Secondly, there are the efforts of the German railways 
to place 200 million R.M. of their preference shares abroad. 
The German railways, as is well known, are so financed 
under the Dawes Plan that 13 milliard R.M. ordinary 
shares are allotted to the German Government and II 
milliard R.M. debentures to the Allies, whilst 2 milliard 
R.M. are destined for gradual sale in order to ensure 
for the railways the means for necessary development. 
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Of the last named, only a few hundred million have so 
far been issued, the greater part having been taken up 
by the German Government and the smaller part by the 
internal market. But the railways need further capital, 
and the German market is incapable of absorbing such 
an issue in the near future. Up to now the Reparations 
Agent has objected to the issue of these preference shares 
abroad. So far as is known, the reason for this is that 
the issue would not be consistent with the transfer clause, 
because the preference shares only range after the deben- 
tures and the interest on them could only be transferred 
after the debenture payments had been transferred. 
It is very interesting to note how more and more fre- 
quently the transfer clause stands in the way of Germany’s 
freedom of action. No one understands this better than 
Mr. Parker Gilbert himself, and also the other foreign 
commissioners, especially the French commissioner for the 
Reichsbank. It is therefore hoped in Germany that 
Mr. Parker Gilbert will withdraw in the near future his 
objection to the issue of the preference shares. 

The recently published bi-monthly balance sheets of 
the banks for the end of October show no sign of all these 
difficulties. The creditors of the six large Berlin banks 
have increased from 5,960 million R.M. at the end of 
1926 to 6,872 million, and the debtors’ items from 2,849 
to 3,892. Only one item is significant of the actual 
situation. Contango money and loans, which amounted 
to 718 million at the end of December 1926, and had 
fallen to 592 million by the end of August last, have further 
declined to 531 million. This reflects the great curtail- 
ment of bourse credits and of bourse business, a result 
of the policy of the Reichsbank. Otherwise business 
on the bourse has greatly revived in the last few weeks 
and prices have risen. The security index rose from the 
low point of 144 at the end of November to 154 in the 
middle of December. 

Meanwhile the banking world has its own particular 
sensation. The ancient and well-known banking house, 
Lazard Speyer Ellisen of Frankfurt, which has come very 
much to the front under energetic management during the 
last few years, is to be transformed into a joint-stock 
company, and will amalgamate with the Berlin house, 
Schlesinger, Trier and Co., and establish a branch in 
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Berlin which will be the headquarters of the bank. The 
share capital of the new company, which will retain the old 
name of the firm, may be estimated at R.M. 25 million, 
which is nearly as large as the capital of the Berliner Han- 
delsgesellschaft. The important financial strength of this 
house should be further increased by the establishment of 
still closer relationship with the allied banking house of 
Speyer and Co., New York. The event is particularly impor- 
tant from the point of view of the concentration of German 
banking in Berlin. The great part which Frankfurt-am- 
Main has long played as a banking centre next to Berlin is 
becoming smaller and smaller. Just as Speyer-Ellisen are 
removing to Berlin, so previously have Dreyfus and Co., 
the Mitteldeutsche Creditbank, and the Frankfurter 
Effekten und Wechselbank more and more shifted their 
centre of gravity to Berlin. Also other towns have had 
to experience similar losses in favour of Berlin. In the 
case of the Dresdner Bank and the Darmstadter Bank, 
the names are a reminder that their original home was 
not Berlin. The banking house Gebriider Arnhold, 
Dresden, has for some years had its real centre in 
Berlin. But no place has been so greatly affected by 
this concentric movement as Frankfurt. The large 
bankers in Cologne (Louis Hagen), Essen (Simon Hirsch- 
land), Hanover (Gumpel, Dammann), etc., exist in close 
relationship with the industries of their areas, especially 
on their connection with iron, coal, and potash. But 
Frankfurt is not an industrial centre like the great 
Rhineland cities. It is essentially a banking and 
commercial centre. The fact that the I.G. dye industry 
has removed its headquarters to Frankfurt and is building 
a large block of offices there for its central administration 
is of no importance to Frankfurt as a financial centre, 
since the I.G.F. does its financial business in Berlin and 
has its own bank there for that purpose: the Deutsche 
Landerbank. On the other hand, of course, Frankfurt 
may derive a certain advantage from this development. 
In particular the Frankfurt evening bourse, which is 
the only German bourse open in the afternoon between 
5 and 6 o’clock, may profit if large Frankfurt firms sit 
in Berlin and collect orders there which can be carried out 
in the afternoon only in Frankfurt. But, on the whole, 
the concentration in Berlin is inevitable, since only there 
G 
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are to be found the State officials whose co-operation is 
necessary in the case of all large businesses. The large 
industrial and banking firms who undertake issuing 
business, and the representatives of foreign houses with 
whom today co-operation is much closer than before the 


war, are all established in Berlin. 
GUSTAV STOLPER. 


International Banking Affairs 


UNITED STATES 

HE recently authorized amalgamation of the 
Continental and Commercial National Bank of 
Chicago with the Continental and Commercial Trust 

and Savings Bank is one of the most important amal- 
gamations in contemporary banking history. The new 
bank’s name is the Continental Bank and Trust Company. 
Its share capital will amount to $35,000,000, and its 
reserves to $30,000,000. Its deposits will be upwards 
of $500,000,000, while its total resources will exceed 
$600,000,000. It will be the largest American bank 
outside New York. There have been lately several 
important bank fusions in Philadelphia. The latest 
amalgamation is that of the Teuth National Bank with 
the American Bank and Trust Company. The combined 
resources of the two banks willamount toover $15,000,000. 
Another important bank fusion in the same city is that of 
the Union National Bank with the Mutual Trust Company. 
The new bank’s name will be the Union Bank and Trust 
Company, with total resources amounting to about 
$36,000,000. The First National Bank of San Diego, 
with a capital of $1,000,000, amalgamated with the First 
Trust and Savings Bank of the same city, with a capital 
of $500,000. The Cataract National Bank, Niagara 
Falls, and the Bank of Niagara have amalgamated 
under the name of the National Bank of Niagara and 
Trust Company. The capital of the new bank will be 
$1,200,000. Another proposed amalgamation is that 
of the Service Trust Company of New Jersey and the 
Hobart Trust Company. Both banks are controlled by 
the New Jersey Bankers Securities Company. The 
combined deposits of both banks amount to $12,000,000, 
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while their capital will amount to $1,006,000 after 
amalgamation. The First National Bank of Fort Lauder- 
dale (Florida) will be absorbed by the Fort Lauderdale 
Bank and Trust Company. The transaction will increase 
the bank’s resources to $4,500,000. The First National 
Bank of Los Angeles will absorb the Pacific South-West 
Trust and Savings Bank, and will increase its capital to 
$10,500,000. Its total resources will exceed $300,000,000, 
so that it will be one of the strongest banks on the west 
coast. 

During the last few years there have been about 
350 bank amalgamations per annum in the United 
States. At the same time, however, a number of new 
banks have been created. 

The only capital increase announced recently is that 
of the Central Mercantile Bank and Trust Company, New 
York, which will raise its share capital from $2,500,000 
to $3;500,000. Its reserves amount to $2,170,000, and 
its deposits to $51,000,000. 

The chain banking movement is making further 
headway. The Manhattan Financial Corporation has 
been established with a capital of $6,000,000 to acquire 
control over small banks. The Municipal Bank of New 
York has established a securities company with the same 
object under the name of the Municipal Financial Cor- 
poration. Its initial resources will amount to $10,000,000. 
The Union Bank and Trust Company of San Francisco 
has purchased twelve Californian banks through its 
subsidiary, the French American Corporation. The 
total resources of the group controlled by that bank 
have thus been raised to $122,000,000, and the number 
of banking units in the chain has reached thirty-four. 
The bank is understood to be under the control of the 
Giannini interests. In a recent statement Mr. Giannini 
declared that his group does not intend to acquire any 
additional banks for the present. The total number of 
banks it now controls is about 250. 


FRANCE 
Several important capital increases have taken place 
lately. For the time being, the leading Paris institutions 
remain aloof from the movement, which is confined to 


provincial and overseas banks. An event of the first 
G2 
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importance was the increase of the capital of the Banque 
d’Alsace et de Lorraine from 50,000,000 f. to 100,000,000 f. 
The transaction was preceded by a radical reorganization 
of the bank’s management, made necessary by losses 
which the bank is stated to have suffered through its 
Paris office. A scheme has been elaborated for its amal- 
gamation with two important provincial banks: the 
Banque Privée and the Banque du Rhin. To that end, 
it has been decided to increase the bank’s capital once 
more to 125,000,000 f., while a third capital increase to 
150,000,000 f. is also regarded as probable. The actual 
fusion of the three banks has been postponed for a few 
months. Other provincial banks are expected to follow 
this example, though nothing definite has yet occurred. 
The Comptoir d’Escompte de Mulhouse is_ reported 
to be considering an increase of its share capital 
from 50,000,000 f. to 100,000,000 f. Among French banks 
operating overseas, the Banque Transatlantique has 
increased its capital from 60,000,000 f. to 100,000,000 f. 
The Crédit Foncier de l’Indo-Chine will increase its 
capital shortly from 50,000,000 f. to 110,000,000 f. The 
new shares will be issued at a considerable premium. 


ITALY 


No further bank suspensions have been reported for 
some time. The Government is determined to prevent 
the failure of small banks and is strongly encouraging 
amalgamations. It is taking the severest of measures 
against those responsible for recent failures. Two 
directors of the Credito Biellese—Gr. Uff. Giovanni Viola 
and Signor Umberto Sasselli—have been arrested. The 
bank’s liabilities amount to 209,000,000 lire, while its 
assets are estimated at 182,000,000 lire. It will not be 
declared bankrupt, but will be liquidated. As a result 
of the recent failure of the Rome broker firm, Jacchia, 
Signor Mussolini has ordered the dissolution of the 
Bourse Committee and appointed commissioners to 
reorganize the statutes of the Bourse, so as to prevent 
the recurrence of the failure, which has inflicted heavy 
losses upon a number of banks and investors. 

The Government’s decision to stabilize definitely the 
lira is welcomed in banking circles. It is believed that 
the elimination of uncertainty will increase business 
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activity, so that the banks will naturally benefit. In 
spite of the trade depression caused by deflation, the 
leading banks are believed to have produced satisfactory 
results for 1927. The net profits of the Banca Commer- 
ciale Italiana for the first three quarters of last year 
amounted to 84,751,501 lire, against 107,447,532 lire for 
the whole of 1926. Assuming that the last quarter was 
equally satisfactory, the total profits for 1927 will be 
well in excess of those for 1926. 

The Banca Regionale di Calabria has obtained 
permission to transfer its head offices from Rome to 
Reggio Calabria. 

BELGIUM 

Two Brussels broker firms, Hollonaire and Delheyd, 
and the Comptoir General Banque et de Bourse have 
defaulted. The former’s deficit is estimated at 2,500,000f., 
the latter’s at 6,000,000f. 


SWITZERLAND 

The Zurich banking house Leu & Co. was practically 
the last of the leading Swiss commercial banks to decide 
upon an increase of its capital. The shareholders’ 
meeting has approved the directors’ proposal concerning 
an increase by 10,000,000 f. to 50,000,000 f. Of the new 
shares, 3,000,000 f. will be used for the settlement of the 
claims of founders’ shares, 2,000,000 f. for the redemption 
of old preference shares, while the employment of the 
remaining 5,000,000 f. will be decided later. The increase 
will considerably simplify the composition of the bank’s 
share capital. Another banking firm which has decided 
to increase its capital is the Bankhaus Wolfensberger and 
Widmer, Zurich, from 4,000,000 f. to 8,000,000 f. 


HUNGARY 

Several leading banks have postponed their proposed 
capital increases until after the New Year. The only 
increase of capital recorded recently is that of the 
Hungarian Landes-Industriebank, which until recently 
was affiliated with the Zivnostenska Banka, Prague. By 
increasing its share capital from 375,000 pengo to 750,000 
pengo, the sum of 265,000 pengo will be added to the 
reserves. The Schonborn group and the Jugoslavenska 
Banka, Zagreb, have underwritten the issue, which 
will be offered to holders of the existing shares. The 
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amalgamation movement among small and medium-sized 
banks continues. The conclusion of an agreement for the 
fusion of the Vereinigte Budapester Hauptstadtische 
Sparkassen A.G. with the Innerstadtische Sparkassen A.G. 
is expected shortly upon an arrangement whereby each 
four shares of the former will be given for one of the 
latter. Itis rumoured that foreign capital will participate 
in the transaction. 

In the Budapest Bourse it is generally expected that 
the leading banks will increase their dividends for 1927. 
Among others, the Hungarian General Credit Bank and 
the British-Hungarian Bank are mentioned as likely to 
distribute higher dividends. Banks, on the whole, are 
experiencing a prosperous period, and are in a very strong 
position, owing to the conservative policy they followed 
when fixing the gold value of their assets in 1926. 

The Hungarian banks have arrived at an agreement 
concerning the renewal of their cartel. Up to now the 
banks were divided into three categories, which allowed 
on deposits 6 per cent., 64 per cent., and 6? per cent. 
respectively. As from January I, 1928, there will be 
only two categories, which will allow 6°10 per cent. and 
6? per cent. respectively. This agreement has put an 
end to a conflict which might have easily resulted in the 
dissolution of the cartel and the beginning of unrestricted 
competition for deposits. 


AUSTRIA 

The success of the City of Vienna loan and the progress 
of the preliminary negotiations for a Government loan 
of 725,000,000 schillings has created an optimistic 
atmosphere in Austrian banking circles. It is generally 
expected that the fresh influx of foreign capital will 
improve trade conditions, which in turn will increase 
the earnings of banks. The only noteworthy event during 
the past month was the decision of the Suddeutsche und 
Heimstattebank, Graz, to increase its capital from 
200,000 schillings to 1,000,000 schillings. 


CZECHOSLOVAKIA 
It is reported from Prague that the Bank of Czecho- 
slovak Legions will shortly acquire a controlling interest 
in the Americko-Slovenska Banka. Of the latter’s 
share capital of 25,000,000 crowns, the bank will acquire 
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6,800,000 crowns from the American private banking 
firm Bosak, and another 6,800,000 crowns from the 
Czechoslovak Agricultural Credit Co-operative Society. 
The Americko-Slovenska Banka will maintain its identity 
for some time. 

The liquidation of the Bohemia Bank continues to 
make progress. The total claims amount to 180,000,000 
crowns. Creditors representing claims to the amount 
of 146,000,000 crowns have agreed to a settlement out 
of court, but the consent of several important foreign 
creditors is still outstanding. The bank has applied for 
the prolongation of its moratorium, so as to be able to 
obtain the consent of all creditors. 


RUMANIA 

A new bank has been established in Bucharest under 
the name of Banca Ipotecara Rurala. Its capital amounts 
to 20,000,000 lei, and its primary object is to grant 
agricultural mortgage loans, but it will also take an 
interest in industrial financing. 

An unpleasant surprise was caused by the suspension 
of payment by the Banca Economica si Ipotecara Unita, 
Cluj. Its deficit is estimated to exceed 50,000,000 lei. 
The local banks and the Cluj branches of the leading 
Bucharest banks are considering the means by which the 
bank could be reconstructed, as its failure would have 
a detrimental effect upon the financial situation in the 
entire district. 

JUGOSLAVIA 

No further progress is reported in the scheme of 

establishing a German bank in Jugoslavia. 


BULGARIA 

Arrangements for the establishment of a mortgage 
bank with a capital of 10,000,000 gold francs have now 
been completed. Bulgarian interests will acquire 
4,000,000 f. of the share capital, while the remaining 
6,000,000 f. will be acquired by an international group 
headed by Messrs. Blair & Co. and Lazard Brothers & Co. 
The same group will also undertake to issue mortgage 
bonds abroad. It is understood that the transaction is 
independent of the fate of the negotiations which are 
in progress for the issue of a Government loan under 
the auspices of the League of Nations. The Bulgarian 
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Government has reserved the right to acquire the shares 
subscribed by the foreign group within eight years at a 
price of 115 per cent. 

GREECE 

As a result of the Athens visit of Mr. Charles Hambro, 
a managing director of Hambros Bank, an Anglo-Greek 
trust company will be established with a capital of 
£1,000,000. Greek interests will take a large participation 
in the capital, and several prominent Greek business men 
will be included in the board. The settlement of the 
Greek war debt to the United States and to France has 
eliminated the last obstacles to the issue of a recon- 
struction loan of £9,000,000. Part of the proceeds will 
be used for the establishment of the new central bank, 
the Bank of Greece. 

TURKEY 

The Turkish Government is considering various 
schemes for the establishment of a State bank. It 
appears probable that the capital of the bank will be 
provided by the sale of the State jewels, the value of 
which is estimated at {T.70,000,000. 

The net profits of the Banque Agricole de Turquie 
for 1926 amounted to £{T.1,809,991. Its loans increased 
during the past year from £T.15,450,000 to £T.16,294,000. 
The turnover was {T.282,758,000 during 1926. Deposits 
amounted to £T.6,000,000. 

NORWAY 

The process of disentangling the banking crisis 
continues to make headway. A number of Norwegian 
banks under public administration have decided to form 
new banks, which are to take over their business. Among 
others, the Centralbanken for Norge will establish a new 
bank. According to the latest reconstruction scheme of 
the Andersens og Bergens Kreditbank, the two banks will 
be separated, and new banks will be established at Oslo 
and Bergen. The former is to take over the Andersens 
Kreditbank, and the latter the Bergens Kreditbank. 
Each bank will have a share capital of 6,000,000 kroner. 
The Sparsborg Aktiekreditbank has gone into liquidation 
as from October 31,1927. The creditors are expected to 
be paid in full. A new bank will immediately be formed, 
under the title of Sparsborg og Omegns Kreditbank, with 
a_share capital of 250,000 kroner. 
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The Norges Skibshypotekbank was recently established 
at Bergen, with a share capital of 4,200,000 kroner. It 
will issue debentures to an identical amount. A Bill 
authorizing the bank to issue mortgage bonds has been 
passed by the Storthing. The bank will specialize in 
granting long-term loans to shipping companies. 

SWEDEN 

The report of the Association of Swedish Banks states 
that during 1926 the number of Swedish banks declined 
from thirty-two to thirty-one, as a result of the liquidation 
of the Malarbank. In the course of 1927 the number 
of banks further declined to twenty-nine, through the 
amalgamation of the Norrkopings Enskilda Bank with 
the Ostergotlands Enskilda Bank, and of the Bank 
A.B. Norden with the Sormlands Enskilda Bank. The 
number of branches fell from 657 to 643 during 1927. 
Of the total credits outstanding at the end of 1926, 
30°15 per cent. was granted on securities, 42°89 per cent. 
on mortgages, 15°87 per cent. against guarantees, and 
I1‘0g per cent. was otherwise secured. 

LATVIA 

Mr. Zelm, chairman of the Bank of Latvia, has 
returned from Moscow to Riga, and states that his 
negotiations with the Soviet State Bank were of a purely 
informal character. The amount required for the 
financing of the Soviet orders is about 5,000,000 to 
6,000,000 roubles. The State Bank of the U.S.S.R. will 
be prepared to discount Latvian bills, and will transfer 
large funds to that end to the Transitbank, Riga. 

ESTONIA 

On January I, 1928, the monetary reform became 
effective ; and the new monetary unit, the kroon, came into 
use. The banking reform regulations were also intro- 
duced. Simultaneously the Bank of Estonia reduced 
its bank rate from 8 per cent. to 7} per cent. 

The liquidation of the Harju Bank, which suspended 
payments some time ago, is expected to be concluded 
next spring. The creditors will receive at least 60 per 
cent. of their claims. 

DANZIG 

The Senate of the Free City of Danzig announced that 

the maximum limit of the note issue of the Bank of 
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Danzig has been raised to 40,000,000 gulden. According 
to the statutes passed in 1923 the maximum has been 
fixed at two gulden per head of the population, which, 
however, does not meet the present requirements. 

The business year of the Diskont- und Lombardbank, 
Danzig, closed without any net profit. The gross profit 
of 415,000 gulden was largely employed for writing off 
bad debts. 

POLAND 

The Polish Government has issued a decree ordaining 
that the capital of banks which are not authorized to 
accept deposits must not be less than 250,000 zloty, 
while for banks authorized to accept deposits the 
minimum is 500,000 zloty. The minimum capital of 
exchange offices is fixed at 75,000 zloty. 

SPAIN 

The shareholders’ meeting of the Banco Espanol de 
Credito has approved the directors’ report for 1926-27. 
The net profits amounted to 7,443,404 pesetas, against 
6,963,185 pesetas for 1925-26. The dividend has been 
maintained at Io per cent. A sum of 3,372,000 pesetas 
has been added to the reserves. The report states that 
the bank’s capital will be increased as soon as market 
conditions are favourable for the transaction. 

The Spanish Railway Bank recently published its 
annual report. In 1926 it accumulated from railway 
companies an amount of 73,887,000 pesetas. 

BRAZIL 

Several national banks have arranged to increase 
their share capital. The Federal Finance Ministry has 
authorized the Sao Paulo banking firm Beeschizza & Co. 
to increase its capital from 100,000 milreis to 200,000 
milreis. The Banco de Novo Horizonte has applied to 
the Finance Ministry for authorization to increase its 
capital from 200,000 milreis to 500,000 milreis. On the 
other hand, the Hollandsche Bank voor Zuid Amerika 
has applied to the Finance Ministry for approval of 
the reduction of the capital of its Brazilian branch by 
g,000,000 milreis, in consequence of the repayment of 
its preference shares. 

ARGENTINA 

The balance sheet of the Banco de la Provincia de 

Buenos Aires for September 30, 1927, shows an increase 
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of nearly 4,000,000 pesos in current account advances. 
The reserve funds have increased since June 30 from 
17,805,000 pesos to 18,187,000 pesos. The position of 
the Banco Commercial del Azul is worse than was 
originally expected. Hopes for reconstruction have 
practically vanished. An investigation of the bank’s 
affairs disclosed the fact that its Buenos Aires branch 
was grossly mismanaged. 
CHILE 
The Chilean Government introduced a Bill to Congress, 
proposing the establishment of a State-controlled bank, 
with a capital of 20,000,000 pesos. The main function 
of the new bank is to grant long-term credits to Chilean 
industrial and commercial enterprises. It will issue 
external loans under Government guarantee. 
PERU 
The Banco Internacional del Peru has increased its 
share capital from £P.100,000 to £P.200,000. In 1926, 
its time deposits declined from £P.177,865 to £P.146,677. 
The issue of the $50,000,000 loan is expected to enable 
the Government to stabilize the exchange, which, in turn, 
will have a favourable effect upon banking activity. 
ECUADOR 
According to a Guayaquil report, the Inspector of 
Banks of Ecuador has ordered the liquidation of the 
Banca Commercial Agricola. The bank suspended pay- 
ments on April 9, 1927, and attempts to reconstruct it 
have failed. 
Dutcu East INDIES 
The Javasche Bank, Batavia, which is the note- 
issuing bank of the Dutch East Indies, will celebrate its 
centenary on January 24, 1927. In reply to critics 
attacking the bank for the reduction of its bank rate, 
the president of the bank pointed out that the ratio of 
metallic cover was as high as 63 per cent. at the time of 
the reduction. He stated that the bank’s position, the 
high level of the Batavia exchange, and the general money 
conditions have necessitated a reduction. 
JAPAN 
The arrangements made for the settlement of the 
claims of the creditors of the Jugo Bank have created a 
very favourable impression, for the deadlock with regard 
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to that bank was practically the only danger point in the 
Japanese banking situation. 

The death has occurred of Mr. Ono, governor of the 
Industrial Bank of Japan. Mr. Ono was the principal 
opponent of the Government’s scheme to support the 
Jugo Bank. Cuma 


Notwithstanding the civil war, new banks continue 
to spring up in every part of China. A new bank will 
be established in Mukden, under the name of Tung Yi 
Bank, with a capital of $4,000,000. The Cheng Yuen 
Commercial and Savings Bank opened in Shanghai on 
November I, 1927, with a share capital of $500,000. 
Owing to the political situation, the Shanghai office of the 
Central Bank has not yet opened. The Canton Govern- 
ment has appropriated $4,000,000 from the Salt Surplus 
Treasury Notes to serve as the capital of the bank. The 
scheme of establishing branches at Hangchow and 
Nanking has been abandoned for the time being. 


GERMANY 
Several small amalgamations have been arranged 
recently. The Saxon State Bank, Dresden, will absorb 
the banking house Bruhm and Schmidt, Leipzig, as 
from January I, 1928. Two Dortmund banking firms, 
Ohnesorge, Wolf & Co. and Bank Schiele & Co., have 
amalgamated under the name of Creditanstalt A.G., 
Dortmund. The new bank’s share capital amounts to 
2,000,000 reichsmarks. The Bremen banking firm J. F. 
Schroeder will take over the Niedersaechsische Bank, 
which has been affiliated with the Dresdner Bank. 

As in many other countries, small banks are not 
experiencing a particularly prosperous time in Germany. 
Suspensions are rather frequent, and many of them 
are accompanied by scandals whose dimensions are 
occasionally out of proportion to the amounts involved. 
The investigation of the accounts of the Hanauer Ge- 
werbebank is stated to have disclosed a series of grave 
irregularities, and the general manager has been arrested. 
The report of the Staatliche Kreditanstalt, Oldenburg, 
for 1926, recalled once more the Barmat-Kutisker affair, 
which was one of the greatest post-war banking scandals 
in Europe. The bank holds large claims on the Bremer 
Privatbank and the Deutsche Merkurbank, both of which 
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became bankrupt when the Barmat concern collapsed. 
These claims have been written down to a great extent, 
with the aid of a contribution of 5,000,000 reichsmarks 
from the Oldenburg State Government. The bank’s 
account for 1926 shows a net loss of 37,136 reichsmarks. 
The Luebecker Kreditbank, which suspended payment 
a few months ago, proposes to its creditors a moratorium 
of twelve months. 


Italy's Return to Gold 


Mr. Winston Churchill and Mr. Montagu Norman 
have sent messages of congratulation to the Italian 
Government upon their recent decision to introduce the 
gold exchange standard and to restore the convertibility 
of the lira at the rate of 92°46 to the £ sterling, and 3°66 
to the gold lira. The Bank of Italy will revalorize its 
gold on the new basis, and the surplus created by this 
revalorization will cancel the remainder of the debt due 
to it by the State. The bank is required to maintain a 
minimum reserve in gold or its equivalent of 40 per cent. 
of its notes and sight liabilities combined. 

The new standard will be supported by a credit of 
seventy-five million dollars to be furnished by the Bank 
of England, the Federal Reserve Bank of New York, the 
Bank of Italy, Bank of France, Reichsbank, Swiss 
National Bank, Netherlands Bank, National Bank of 
Belgium, Riksbank, Danish National Bank, Bank of 
Finland, Czechoslovak National Bank, Austrian National 
Bank, Hungarian National Bank, Bank of Poland, Bank 
of Japan, and the National Bank of Egypt, and a further 
credit of fifty million dollars to be provided by a group 
of banks including Messrs. J. P. Morgan and Company 
and its allied houses, the Midland, Lloyds, Westminster, 
Barclays and National Provincial Banks, Guaranty Trust 
Company, National Bank of Commerce, the Banker’s 
Trust Company, Messrs. Baring Brothers and Company, 
Limited, Messrs. N. M. Rothschild and Sons, and Hambros 
Bank, Limited. These credits, together with the Bank 
of Italy’s existing holdings, will provide a cover of 94 per 
cent. Much credit is due to Signor Bonaldo Stringher, 
governor of the Bank of Italy, for the preparation of this 
clear-cut and comprehensive stabilization scheme. 
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A Review of Banking in 1927 


JANUARY 


ANK Rate Changes.—An increase from 4 to 5 per 
B cent. in the Imperial Bank of India’s rate became 
effective on January I, while a further rise to 6 per 
cent. took place on January 13. On January 11 the 
Reichsbank reduced its discount rate from 6 to 5 per cent. 
The lombard rate, however, was left at 7 per cent., thus 
restoring the usual pre-war margin between the two 
figures. Similarly, the National Bank of Belgium, while 
leaving the rate on advances unchanged at 8 per cent., 
reduced its discount rate from 7 to 6% per cent. on 
January 12. The Austrian National Bank also reduced 
its rate from 7 to 63 per cent. as from January 18. 

A Bill for the restoration of the gold standard in 
Denmark as from January I, 1927, was passed by both 
Chambers of the Rigsdag. Under the Act, the National 
Bank is required to redeem its notes in gold at the rate 
of kr. 2,480 per kilogram of fine gold, thus restoring the 
pre-war parity. Towards the end of January Denmark 
shipped £402,000 in sovereigns to the Bank of England 
with the object of strengthening the sterling reserves 
to the credit of the National Bank. 


FEBRUARY 


Bank Rate Changes.—On February 3 the Bank of 
France reduced its discount rate from 6} to 53 per cent., 
and the rate on advances from 8} to 8 per cent. On the 
same day the Bank of the Netherlands, while leaving its 
discount rate unchanged, raised the rates on loans by 
} per cent. The Austrian National Bank on the following 
day reduced its discount rate by $ to 6 per cent. The 
National Bank of Belgium did likewise on February 9, 
at the same time reducing the rate on advances by 3 to 
74 per cent. The Imperial Bank of India’s rate was 
raised from 6 to 7 per cent. on February 10. A fall in 
the discount rate of the Bank of Poland from g$ to 9 per 
cent. became effective on February II. 

On February 12 a decree was published removing the 
prohibition on gold exports from Belgium without official 


authorization. 
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French Debt Agreements—On February 17 the 
Chancellor of the Exchequer announced that the French 
Government had undertaken, without prejudice to the 
ratification of the main agreement, to pay to the British 
Government two instalments of £3 millions each during 
the financial year 1927-28. This is equivalent to the sum 
due under the Caillaux-Churchill agreement. As regards 
the debt covered by gold deposited with the Bank of 
England during the war, it is understood that conversa- 
tions on the subject took place during the visit of the 
governor of the Bank to Paris early in March. Shortly 
after the British agreement was published, it was made 
known that a similar arrangement had been arrived at 
in connection with the debt to the United States. A sum 
of $10 millions on the war debt alone will be paid on 
June 15, but payments in respect of the debt on war 
stocks will proceed as already arranged, so that altogether 
$30 millions will be remitted during the year. This again 
is equal to the annuity payable under the Mellon-Berenger 
agreement, while here also the question of ratification 
remains open. 

On February 17 the Bank of France, while leaving 
its discount rate unchanged at 53 per cent., lowered the 
rate for advances on security from 8 to 7 per cent. 


MARCH 

Bank Rate Changes.—A reduction from 53 to 5 per 
cent. in the discount rate of the National Bank of Czecho- 
slovakia became effective on March 8, the rates on 
advances undergoing a similar fall. The Bank of Japan 
on March g reduced the minimum discount rate on com- 
mercial bills by 0-2 sen per 100 yen per day--that is, from 
6°57 to 5°84 per cent. perannum. Rates on advances were 
also lowered. This movement took place almost imme- 
diately after the occurrence of the recent earthquake. 
The Bank of Poland reduced its discount rate by $ to 8} 
per cent., and the rate on advances similarly, on March 11. 

On March 22 the Bank of Finland reduced its discount 
rate by } to 7 per cent. 


APRIL 
Bank Rate Changes.—The rates charged by the State 
Bank of the U.S.S.R. were moved from Io to 12 down 
to 8 to 10 per cent. on April 8. The Bank of France 
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lowered its discount rate from 5% to 5, and the rate on 
advances from 7 to 6 per cent. on April 14. 


Greek Debt Settlement.—An agreement for the funding 
of the Greek war debt to Great Britain was signed by the 
Chancellor of the Exchequer and the Greek Minister in 
London on April 9. The debt amounts to nearly {21} 
millions, and is to be discharged by annuities spread over 
sixty-two years, and rising from £50,000 in 1926 (already 
paid), and {200,000 in 1927, to £400,000 in each year 
from 1936 to 1987. The agreement, like other debt settle- 
ments with this country, includes a clause allowing a 
remission in the event that Britain’s reparation and debt 
receipts exceed her payments to the United States, and 
makes certain special adjustments between the parties. 
In a covering letter the Chancellor pledges the British 
Government’s support for a well-considered scheme of 
financial reconstruction in Greece. 


The Budget.—Mr. Winston Churchill introduced his 
third Budget on April 11, an unusually early date. The 
expenditure for 1926-27 amounted to {£842} millions, 
including {60 millions allocated to sinking fund, while 
revenue aggregated {£8054 millions. Expenditure was 
£22 millions above, and revenue {19 millions below the 
Budget estimates. An anticipated surplus of £4 millions 
was thus replaced by a deficiency of £37 millions, of 
which, according to the Chancellor, £32 millions was 
attributable to the industrial disputes of last year. 
The net amount applied to debt repayments was therefore 
£23 millions, but as a result of the issue of conversion 
loans at a heavy discount, the gross dead-weight debt 
increased during the year by £7 millions. 

The expenditure for the current year was put at £8333 
millions, including £65 millions for sinking fund, and 
revenue, before the Budget announcements, at {£797 
millions. The reserve to the credit of the Road Fund, 
amounting to {12 millions, is being brought into the 
Exchequer. Brewers’ credit was shortened again by one 
month, and higher duties are being levied on tobacco 
and matches. 

Bank Rate Changes.—For the first time since December 
1925 the Bank of England effected a change in its official 
discount rate, from 5 to 44 per cent. on April 21. 
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May 

Bank Rate Changes.—On May 13 a reduction from 8} 
to 8 per cent. in the discount rate of the Bank of Poland 
became effective. 

On May 30 the Midland Bank began to issue a new 
instrument of payment to obviate the expense, in the 
shape of stamp duty, of remittances of small sums by 
cheque. The document took the form of a “ receipt,” 
which, being available only for the withdrawal or transfer 
to a third party of sums under £2, was held not to require 
stamping. Questions relating to the innovation were 
asked in the House of Commons on June 2, when the 
Chancellor of the Exchequer stated that the Government 
was taking the opinion of counsel on the question of 
liability to stamp duty. On June 8 it was announced 
that the Midland Bank were refraining from the issue 
of further receipts, in view of correspondence passing 
between the Chancellor and the bank. The newspapers 
on June 13 contained a further statement by the Chan- 
cellor to the effect that a test case would be instituted 


without delay to determine whether, as the Government 
had been advised, the receipts were bills of exchange 
within the meaning of section 32 of the Stamp Act of 
1891, and therefore liable to duty. 


JUNE 

Bank Rate Changes.—On June 2 the Imperial Bank 
of India reduced its rate from 7 to 6 per cent. The 
Reichsbank on June Io raised its discount rate from 5 to 6 
per cent., leaving the rate for advances unchanged at 7 
per cent. A week or so later the Bank of Danzig likewise 
raised its discount and loan rates by one-half per cent. 
to 6 and 7 per cent. respectively. The National Bank of 
Greece reduced its discount rate from 11 to Io per cent. 
on June 9. On June 22 the National Bank of Belgium 
reduced its discount rate from 5} to 5 per cent. The 
Imperial Bank of India lowered its rate by I to 5 per 
cent. on June 23. 

Banking Inquiry Proposal.—On June 27 a discussion 
was raised in the House of Commons regarding the 
proposal made by the Rt. Hon. Reginald McKenna in 
his speech to the shareholders of the Midland Bank on 
January 28 that an expert inquiry should be conducted 
on the subject of ‘‘the theoretical basis and practical 
technique of our credit and currency system.’’ The 
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Chancellor of the Exchequer reiterated the Government’s 
decision, first communicated in answer to a question in 
the House on February Io, not to initiate such an ae: 
at the same time he delivered a brief résumé of the Govern- 
ment’s monetary policy and the results of the steps taken 
in pursuing it. 

JULY 

Bank Rate Changes.—On July 20 the Austrian National 
Bank raised its discount rate from 6 to 7 per cent. The 
Imperial Bank of India reduced its rate by I to 4 per cent. 
on July 28. 

Central Bank Conference.—At the beginning of July 
the governors of the Federal Reserve Bank of New York, 
the Bank of England, and the Reichsbank, and the deputy- 
governor of the Bank of France met in New York and 
Washington in pursuance of the plan of holding periodical 
private central bank conferences. The Chancellor of the 
Exchequer, in the speech mentioned above, made refer- 
ence to the conference as the first at which all these four 
great central banks would be represented. 

Midland Bank Receipts.—On July 21 arguments were 
heard in the test case brought by the Commissioners of 
Inland Revenue to decide whether the receipt forms issued 
by the Midland Bank were liable to stamp duty. On 
July 25 judgment was given against the bank. It was 
held that, though the docume nts were not cheques, yet 
they were clearly designed to put money at the disposal 
of persons to whom they were handed. Inasmuch as 
they entitled the recipient to payment of the sum 
mentioned they fell within section 32 of the Stamp Act 
of 1891, and were therefore liable to duty. 

AUGUST 

Bank Rate Change.—On August 24 the Austrian National 

Bank reduced its discount rate from 7 to 6} per cent. 
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Indian Reserve Bank.—¥For some months prior to the 
middle of August, the Reserve Bank Bill, based on the 
report of the Royal Commission on Indian Currency, was 
the subject of discussion in committee, the eventual 
results being the recommendation of drastic amendments 
affecting, among other things, the nature and location 
of the reserve and the composition of the directorate. 
On the latter point the majority favoured a State bank, 
while the minority adhered to the plan for an institution 
having a privately held share capital and preserving com- 
plete freedom from political control. The Bill came before 
the Legislative Assembly towards the end of August, but, 
despite prolonged negotiations, it was found impossible 
to reach a satisfactory compromise. As a result, the 
Finance member announced on September 8 that the 
Government did not intend to proceed with the Bill at 
present. It is understood that an alternative plan is 
under consideration. 
SEPTEMBER 

Bank Rate Changes.—The Imperial Bank of India 
raised its rate from 4 to 5 per cent. on September 8. 
A rise in the discount rate of the South African Reserve 
Bank from 5} to 6 per cent. was effected on September Io. 

Federal Reserve Dispute-—On September 7, more than 
a month after the reduction in the New York and other 
rediscount rates, the rate of the Chicago Federal Reserve 
Bank was likewise reduced from 4 to 34 per cent. It 
appears that this step was taken, not on the initiative 
of the board of the bank, which was actually opposed 
to the reduction, but on the instructions of the Federal 
Reserve Board, which itself was divided on the question 
whether action should be taken. According to the Act, 
each of the twelve Reserve banks has the power to 
“establish from time to time, subject to review and 
determination of the Federal Reserve Board, rates of 
discount,’’ but the precise extent of the Board’s powers 
has never yet been subjected to the test of legal inter- 
pretation by the Courts. Hitherto, it appears, actual 
proposals for changes in rates have usually come from 
the Reserve banks. Reports were widely accepted to 
the effect that the matter was likely to form the subject 
of argument either in the Courts or in Congress, or both, 
in order to settle the exact nature of the relations between 
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The Bank issues Drafts, Telegraphic Transfers and Letters of Credit, 
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business in connection with the Commonwealth of Australia and New Zealand. Deposits 
are received for two years and for shorter periods at rates which can be ascertained on 
application. 
A Summary of Australian conditions is issued monthly and is available upon request. 
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the Reserve Board and the individual banks in this respect. 
On September 15 it became known that Mr. D. R. 
Crissinger had resigned his position as governor of the 
Federal Reserve Board, and a few days later Mr. R. A. 
Young, hitherto governor of the Federal Reserve Bank 
of Minneapolis, was appointed to fill the vacancy. 

Money Market Innovation.—Something of a departure 
from usual practice in the relations between the Bank of 
England and the money market was made on September 
29, when a conference was held between the governor 
of the Bank of England and representatives of some of the 
leading discount houses. No official statement was 
issued, but it was understood that the representatives 
were asked to convey to the market generally the desir- 
ability of maintaining discount rates for the time being at 
a steady level, with a view to avoiding the necessity of a 
possible rise in the bank rate before the end of the year. 

M1p-OcTOBER TO MID-NOVEMBER 

Bank Rate Changes.—On October 4 the Reichsbank 
raised its discount rate from 6 to 7, and the lombard rate 
from 7 to 8 per cent. On October 13 the Netherlands 
Bank raised its discount rate by 1 to 44 per cent., and the 
rates for advances accordingly. The Bank of Japan on 
October 10 lowered its discount rate from 5°84 to 5°48 per 
cent. per annum, other rates being correspondingly reduced. 

German Bank Borrowings Abroad.—An innovation in 
German commercial banking was marked by the issue in 
New York, about the middle of September, of a $25 
millions five-year loan on behalf of the Deutsche Bank. 
The proceeds of the loan, raised solely on the security of 
the bank, were to be devoted to extending long-term 
credits to German industrial undertakings not large 
enough themselves directly to obtain such external 
assistance. It is understood that preference was to be 
given to firms manufacturing for export. A second bank 
loan was negotiated in October, the Commerz und 
Privatbank arranging for the issue of $20 millions of 
ten-year notes, the proceeds to be applied mainly to the 
financing of German exports. 


M1p-NOVEMBER TO MID-DECEMBER 
A review of banking occurrences during this period is 
given in ‘‘A Banker’s Diary”’ on page 2. 
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Glyn Mills & Co. 


(Established 1753) 
Registered with unlimited liability, 188s. 


incorporating 


CHILD & CO. and HOLT & CO. 


(Established before 1600) (Established 1809) 


BANKERS 


Army and Air Force Agents, Navy and Prize Agents. 





Head Office: 67 LOMBARD STREET, E.C. 3. 


Managing Partners: 
LORD WOLVERTON. 
LAURENCE CURRIE. 
LORD HILLINGDON, 

General The Hon, SIR H. A. LAWRENCE, G.C.B. 
Brigadier-General A. MAXWELL, C.B., C.M.G., D.S.0O. 
ERIC GORE BROWNE, D.S.0. 
FREDERICK WILLIAM FANE. 

MARTIN DRUMMOND VESEY HOLT. 





Childs Branch: 1 FLEET STREET, E.C. 4. 


Partners: 
FREDERICK WILLIAM FANE. 
HARRY CLYDE CALTHROP. 
SYDNEY ALEXANDER PONSONBY. 


Holts Branch: 3 & 4 WHITEHALL PLACE, S.W.1. 


Partners: 
MARTIN DRUMMOND VESEY HOLT. 
ARTHUR VAVASOUR BARBER. 


Current and Deposit Accounts opened on the usual terms. 


The Bank has Agents or Correspondents in all the principal cities and towns 
throughout the World, and can provide Banking facilities wherever desired. 


Letters of Credit and Circular Notes issued, Currency Drafts supplied, and 
Remittances and Telegraphic Transfers made to all parts. 

Foreign Currency Accounts opened. 

Securities held on Customers’ behalf. 

Dividends, Annuities, etc., received, and Coupons Collected. 

The Bank has a special department to advise and assist customers on questions relating 
to Income and Super-tax. 

Navy and Prize Agents. Salvage Claims preferred. 


THE DUTIES OF EXECUTORS AND TRUSTEES UNDERTAKEN. 
Full particulars can be obtained on application to:— 
THE TRUSTEE DEPARTMENT, 
3 and 4 WHITEHALL PLACE, S.W.1. 
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Belgian Public Finance 


Recent Progress 


within recent years been attended by considerable 

difficulty. But the broad record which is now 
available suggests that stabilization has been achieved, 
and that with care the future will show substantial 
economic progress. British commercial representatives in 
Belgium, in their latest review of its economic situation, 
recalled that at the beginning of 1926 the prospects of 
stabilization appeared to be good. They were, however, 
prejudiced later by delay in the negotiations for a foreign 
loan and by division of opinion among Belgian authori- 
ties ; the continued depreciation of the exchange, together 
with anxiety in the floating debt problem, eventually 
brought down the Government. 

Many schemes were faithfully analysed for the purpose 
of establishing the case for a foreign loan. When issued 
it met with remarkable success. The entire proceeds 
were devoted to swelling the gold cover of the National 
Bank; that step was supported by an agreement which 
the National Bank completed with the issuing banks of 
all the gold standard countries of the world. Under this 
plan substantial credits were opened to the banks for 
use, in case of need, for exchange purposes. 

But in Belgium, as elsewhere, more importance is 
attached to the general Budget arrangements. Late in 
1926, when the financial programme for 1927 was out- 
lined, it was clear that public expenditure was more than 
covered by revenue; and that provision had been made 
for the extinction of the balance of the floating debt, 
both foreign and internal, within a short period. In this 
way a basis for progress had been acquired. It was 
recognized that a stable exchange and _ industrial 
and commercial progress, to be sustained, must have the 
support of intensive production and a highly developed 
organization in all branches of the export trade. Belgium 
appears to have profited by the example of other 
countries ; in its domestic industry these problems have 
received considerable attention. 


B within: efforts in financial reconstruction have 
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Our Antwerp Office 


% The address of the above is 1 Rue Nationale. It is equipped to deal with every description 
of banking business. It is a financial link between Belgium and every important commercial 
centre in South America, where the bank has 45 branches and agencies. A “ Monthly 
Review of Business and Trade Conditions in South America and Portugal” is issued in 
English or French, and commercial information and up-to-date reports on the status of South 
American firms are available on application. 


Agents throughout the World. 
Paid-up Capital and Reserve Fund—£6,540,000 
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In terms of the latest review the financial position is 
good. The Budget shows a surplus of revenue over 
expenditure, even after full provision is made for the 
needs of the newly-created sinking fund; for the latter a 
definite programme has been prepared, which will 
admittedly call for strain in taxation. But care must 
be taken to avoid exaggeration of that burden. The 
National Committee on Industrial Production showed 
that in 1923 taxation on industry amounted to frs. 472 
per workman employed; it was probably 700 in 1927. 
But the position of ste rling exchange at the two dates 
must be taken into account; in gold values taxation 
during 1927 was actually less than the burden of 1923. 
The balance sheet of the National Bank is satisfactory ; 
and the broad conclusion is that at the worst Belgium 
will be as favourably placed for successful competition 
in world markets as she was in 1914. From the point 
of view of British export trade, which within recent 
years has suffered severely owing to exchange fluctuations, 
Belgian stabilization will in all probability prove to be 
of benefit. 

The summarized history of this stabilization is 
similar to that of practically all European countries 
in their post-war problem. Early in 1926 the re- 
port of the special committee of the Chamber of 
Representatives indicated that stabilization was a neces- 
sity; and that the essential conditions were present. 
These conditions included a balanced Budget; the fact 
that the balance of international payments, although 
showing a deficit, was not of a nature seriously to affect 
the exchange; the exchange reserve was sufficient, and 
the value of the franc appeared to be fixed, and not 
subject to serious modifications, provided that all 
measures were taken to keep it at its then level. It is 
unnecessary to detail all the measures which were 
subsequently adopted, and the difficulty which attended 
many of the proposals. But attention was devoted to 
economy, and especially to the provisions of six measures 
dealing with fiscal problems. These measures covered : 
(a) the creation of a sinking fund for the _ public 
debt ; (6) modification of the customs tariff; (c) modifica- 
tion of the laws on the taxes on real property, games and 
bets, entertainments and motor-cars; (d) modification of 
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| ITALO - BELGIAN BANK 


BANQUE ITALO-BELGE 


(Société Anonyme). 


CAPITAL FULLY PAID os oe ie me er Frs. 100,000,000 
RESERVES .. si i si as ss Ee sit Frs. 85,000,000 


Head Office -ANTWERP. 


Branches : FRANCE—Paris. ARGENTINE—Buenos Aires. BRAZIL—Rio de Janeiro, Sao Paulo. 
Santos, Campinas. URUGUAY— Montevideo. 


BOARD OF DIRECTORS. 

EMILE FRANCQUI, Chairman, Minister of LEON ELSEN, Director, Director of the Banque 

State, Vice-Governor of the Société Générale d’Anvers. 

de Belgique. EMM. JANSSEN, Director, Managing Director of 
F. H. BALZAROTTI, Vice-Chairman, Chairman of the Mutuelle Solvay. 

the Credito Italiano. CARLO ORSI, Director, Managing Director of the 
CAHEN-FUZIER, Director, Joint General Manager Credito Italiano. 

of the Banque de l'Union Parisienne. ALFREDO PARENTI, Director of Companies. 
FERNAND CARLIER, Director. Civil Engineer. ARRIGO STOFFEL, Director, Central Manager of 
BARON CARTON DE WIART, Director, Manager the Credito [taliano. 

of the Société Générale de Belgique. HECTOR CARLIER, Managing Director. 
CHEVALIER DE WOUTERS d’OPLINTER, FELIX DELABORDE, Managing Director. 

Director, Vice-Chairman of the Banque Belge EUGENE TERROIR, Managing Director. 

pour I’Etranger. 





LONDON OFFICE —100 Old Broad Street, E.C.2. Manager—CHARLES DELBEKE. 
BALANCE SHEET at 30th JUNE, 1927. 
LIABILITIES. ASSETS. 
Capital . a .. Frs. 100,000,000.00 Premises aia i. .. Frs. 21,000,000.00 
Reserves - Se od 80,000,000,00 Paris, Buenos Aires, Monte- 
Current and De “posit Accounts 1,254,871,520.37 video, Rio de Janeiro, Sao 
Bankers and Corre cteeneumas 673,917, 0: 56.66 Paulo, Santos, re ‘ampinas. 
Bills payable .. sa 102,426,293.14 4 urniture and Fittings. . in 1.00 
Dividends not claimed “ 172,609.46 ‘ash in hand and with Banks .. 5,021.65 
tediscount on Bills 3,858,492.19 pen Kean and Correspondents .. 269,2! 9.57 
Profit and Loss i a 15,348,545.42 Bills Receivable a 58.55 


Securities : 
Government 
Stock and 
Treasury 





Bonds... Frs. 51,483,778.58 
Shares and 
Bonds .. 7.879,866.86 
- 59,363,645.44 
Current Accounts “a “e 510,280,925.03 
Frs. 2,230,594,517.24 Frs. 2,230,594,517.24 
Depositors and Sundry Ac- Securities deposited and Sundry 
counts as per contra .. Frs. 3,323,648,971.01 Accounts as per contra... Frs. 3,323,648,971.01 
Dr. PROFIT AND LOSS ACCOUNT for the Year ended 30th June, 1927. Cr. 
Increase of Capital Expenses .. Frs. 2,962,689.00 | Brought forward from the Business 
Balance ad Gz ‘a 15,348,545.42 Year 1925-1926 .. ia .. Frs. 240,290. 35 
Net Profit for the year ae a 18,070,943.8 
Frs. 18,311,234.42 Frs. 18,311,234.42 


—————— 
N.B.—As a result of the stabilization of the Belgian france, all foreign currency liabilities and their 
counterpart have been incorporated in the Balance Sheet at current values. 


BANQUE BELGE POUR L’ETRANGER 


(Filiale de la Socicté Générale de Belgique.) Socicté Anonyme. 
CAPITAL : Subscribed Frs. 200,000,000 Paid up Frs. 112,301,375 RESERVES Frs. 100,000,000 


HEAD OFFICE: BRUSSELS, 66 rue des Colonies. 
PARIS (12 Place de la Bourse), NEW YORK (67 Wall Street), BUCAREST, BRAILA, GALATZ, 
NOPLE, CAIRO, ALEXANDRIA, PEKING, SHANGHAI, TIENTSIN, HANKOW, 


LONDON OFFICE: 4 Bishopegate, E.C.2. 


Manager: A. S. DONN 


Branches: CONSTANTI>* 


qui, Chevalier de Wouters, and F. Haegle 


London Committee: Messrs. J. S. Haskell, A. F. Buxton, G. Grinnell sane ‘ ; ‘mile Fran 
(Honorary General Manager), 


AFFILIATED BANKS in all TOWNS of any importance in BELGIUM and LUXEMBURG, and also in FRANCE and GERMANY 


ALLIED BANKS in Austria, Bulgaria, Czecho-Slovakia, Hungary, Italy (Tyrol), Morocco, Poland, Rumania, Spain, and Yugo-Slavia 


Correspondents in all parts of the World. 


AGENTS IN THE UNITED KINGDOM FOR THE BELGIAN POSTAL CHEQUE SERVICE: 
LETTERS OF CREDIT COLLECTION OF CLEAN AND DOCUMENTARY DRAFTS. 
FOREIGN EXCHANGE business a speciality ; FOREIGN CURRENCIES bought and sold for immediate or forward delivery, 
enabling traders to secure the exchange for their contracts in the currency of the cc untry of their customers 
All kinds ot banking business undertaken. 
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the regulations governing the collection of the sales and 
luxury taxes; (e) application of the income tax law; 
(f) modification of the fiscal law of January 2, 1926. 

The Budget for 1927, as compared with 1926, was 
summarized in the following manner : 










1927 1926 

Frs. Frs. 
Revenue sia hs ia ee 7,902,020,483 5,301,149,1g0 
Expenditure .. - ‘s ms 6,341,129,451 4 669,030,262 











Surplus .. ne wi sin 1,500,891 ,032 — 

Deficit .. a 65 oA - 367,881,072 
This estimated revenue is an increase, compared with 
1926, of frs. 2,600,871,293. This increase has been 
obtained mainly from increased taxation, namely : 
























1927 1926 

Frs. Frs. 
Direct Taxes .. i ai ia 2,286,750,000 —1,796,000,000 
Indirect Taxes ha ea re 4475,330,000 2 532, 560, 000 


6,762,080,000 —4,328,560,000 
Increase .. 2,433,520,000 -_ 
The outeenilianes Dadext, divided into two sections, 
deals with extraordinary revenue and_ expenditure 
properly so-called ; the other refers to temporary revenue 
and expenditure relating to war damages. On the same 
comparative basis it has been summarized in the 
following manner : 


1. Extraordinary Budget (properly so-called) — 
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1927 1926 
Frs. Frs. 
Revenue ie ws os ia 23,829,000 154,579,500 
Expenditure .. oe ai iu 191,934,231 207,829,536 
Deficit .. a ig is 168,105,231 53,250,036 
2. Recoverable receipts and expenditure 
1927 1926 
Frs. Frs. 
Receipts ua ae din aa I,001,810,000 502,905,000 - 
Expenditure .. a sia ei 580,269,440 642,223,507 t 


Surplus .. oii - it 421, 540, 560 

Deficit .. i aa -- 139, 318, 507 
The total estimated revenue amounts to frs. 1,025,639,000, 
and the total estimated expenditure to frs. 772,203,571. 
There remains, therefore, a surplus of frs. 253,435,329. 
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PRINCES STREET ELEVATION 
Messrs. Gotch and Saunders and Sir Edwin L. Lutyens, R.A. 
Joint Architects. 
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THE COMPLETED SECTION OF THE NEW HEAD OFFICE 
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The New Headquarters of the 
Midland Bank 


By Professor C. H. Reilly 


LTHOUGH this great building is still unfinished, 
Fe as the photograph of the exterior shows, and 
although the present building when completed 
will occupy only one-third of the area eventually to be 
covered, enough has been built to show both the magni- 
tude and the quality of the building this great bank is 
erecting in such close proximity to the Bank of England. 
This first section contains on the ground floor one-third only 
of the great banking hall (already open to the public) and 
the space devoted to the main banking business. Below this 
are three basements for machinery and vaults, and above 
it six storeys for the head office departments, the mana- 
gerial staff, and the directors’ rooms. The top of the 
dome, which is the crowning feature on each of the main 
fronts, is 137 ft. above the pavement and 200 ft. above 
the deepest portion of the foundations. The eventual 
building will have a floor area of over six acres and will 
provide accommodation for a staff of 2,400 persons. It 
will be seen, therefore, that this is no small undertaking 
and that the block already built, although conforming as 
it does to the limiting height allowed in London, is of no 
mean size. 

From an architect’s point of view, the chief interest 
of the main front to Poultry, the central portion of 
which has now been built to its full height, is that in it 
we have the solution offered by our ablest English archi- 
tect to a problem which is becoming daily more and more 
important in all big cities. It is the problem of the big 
office block of six or seven storeys. It may be thought 
that the Americans have long ago solved this, but that 
is not the case. They may, with the help of their zoning 
law, have solved the problem of the building of sixty to 
SeV enty storeys, or, indeed, of any number, but that is a 
special case. Such a building bears no relation. to any- 
thing in the civilizations of the past, and is obviously 

I 





114 THE BANKER 


creating a new type of city, with vertical thoroughfares 
as well as horizontal ones. For such structures the 
American lawgivers have helped their architects by 
insisting that the building should set back in blocks 
above a certain height, leaving a central tower unlimited. 
It is this law which has made the new type of terraced 
structure which is so effective in New York, and elsewhere 
in the United States. That particular solution of the great 
office block does not affect us, however, except indirectly, 
for our buildings are limited in London to a cliff of 8o ft. 
in the vertical on the street front, and to two storeys 
either in a roof or set back in stages above that. That is 
obviously a very different problem to the American one, 
but it is also a different one to that of the Italian palazzo 
or the medieval town hall or any of the European exam- 
ples of big buildings on which our street architecture has 
till now been based. The solution generally put forward 
both here and in France for such a structure is some 
variant of the Italian palazzo motive. Sir Edwin Lutyens 
himself used such a motive in his great office block in 
Finsbury Circus, Britannic House, for the Anglo-Persian 
Oil Company. That building is, in essence, a Renaissance 
cardinal’s palace with all its architectural detail leading 
up to and being crowned by a great cornice. The great 
Italian cornice, however, while giving unity to a large 
and complex structure, has in it, it must be admitted, 
a slightly domestic note. Its origin is in the overhanging 
saves of the sloping roof. In a great office building then, 
with flat concrete roofs, to omit the great cornice is a 
logical thing to do. It is obviously the right thing, too, 
from the point of letting light into the street. But to 
omit the crowning cornice on this sized structure, where 
it is not a mere warehouse, but a highly articulated 
building of the first class, is the first step in an architec- 
tural revolution. For what does it imply? It implies 
that the design no longer reaches aclimax at the top. 
All this Sir Edwin has seen or felt. He has accepted all 
the implicit consequences of his boldness. His building, 
instead of growing up to a cornice with ever-increasing 
richness as it grows (like Britannic House), takes the 
reverse direction. Its most ornate portion is at its base. 
It is there, for instance, crowning the ground floor, that 
he has placed his one full cornice. With battering face, 
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All the figured walnut joinery, including counter and 
screens with entrance lobby and doors, the framing 
of the Managers’ Rooms and in the Banking Hall, 
the walnut panelling and carving in the 70 ft. long 
Board Room, and the joinery for the Board Room 

lobby and corridors, etc. 


ic 
2 
2 


URUASRSAY 


URE 


~é 


nein itaaiiaie 


Le je 
vile 


IPUER 


Some of the reinforced concrete floors and the strong 
rooms are being constructed by our associated company, 
the “ Excellence” Reinforced Concrete Co., Ltd. 
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VIEW OF HEAD OFFICE AS IT WILL APPEAR WHEN COMPLETED 


the batter of which will be more apparent when the return 
flanks are built, the building rises from the ground as 
some strong, fort-like pile with its main mass finished only 
by a plain string course. That it has this suggestion of 
strength and suitability to its banking purpose, although 
fully fenestrated for good light offices, is a great achieve- 
ment of the architect. It is obtained largely bv the boldly 
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grooved joints with which he has given texture to his 
facade and to its rich reveals. Having discarded the 
Italian palace motive for his main structure, and all that 
it implies, Sir Edwin Lutyens seems to have been inspired 
by the great Roman aqueducts rising with their lofty 
arches and diminishing piers from the plain. If this is 
so it is a novel use of their shape, which Sir Edwin would, 
no doubt, playfully explain by saying he was building a 
duct along which the gold of the West End might flow 
into the City. However it has come about, the result is a 
magnificent and new conception—a great building rising 
well above the neighbouring buildings with battering 
walls and a series of high arches on all sides, the whole 
forming a great pedestal on which is built a superstructure 
of attics and domes. Adelaide House is, too, a great 
rectangular office block, and was hailed everywhere 
when it was first built as a new solution of the large 
office building. It, however, retained the main cornice 
and all that that implied in limitation of height and 
expression. The rest of the building was prison-like. 
This great new bank structure, on the other hand, while 
it is more original in its basic idea than Adelaide House, 
allows in its scheme of architectural expression far greater 
freedom. Sir Edwin has been able to decorate his main 
structure without spoiling the unity of his conception. 
Sir John Burnett, in Adelaide House, relying for his main 
effect on the severe unity of his great mass, could not 
do this. Hence, although the modernists may not at 
once think so, I feel this new Midland Bank facade is a 
greater advance than Adelaide House, and that, powerful 
as the latter is, Sir Edwin’s solution is really more useful 
as well as more truly original. Adelaide House seems to 
imply a race of robots; ‘this building does not. Indeed, 
all sorts of intriguing interiors are suggested by its 
detail. The great arches to the ground floor, with their 
very interesting evanescent pilasters, admirably suggest 
the great banking hall; while the domed attic storey, 
with its own great arch and pilasters, the board-room and 
other great apartments for the directors. It is in 
one of these rooms, by the way, that Sir Edwin and 
Messrs. Gotch and Saunders (the joint architects) have 
incorporated Kent’s fine domical ceiling from the centre 
room at old Devonshire House—an interesting example 
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STRUCTURAL STEELWORK 


MIDLAND BANK ~— Head Office. 


«Section 1 during construction) 
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VIEW OF MARBLE STAIRCASE LEADING TO SAFE DEPOSITS, ETC. 


of the way good things of the past may yet be saved by 
the banks. 

Turning now to the interior, which at present is best 
shown by Mr. Farey’s fine perspective drawings, we see 
that the banking hall will be a magnificently airy and 
spacious apartment in which the note of strength and 
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EQUIPPED 
NEW WITH 

j HEAD OFFICE, R°NE? 

{ MIDLAND BANK. STEEL DESKS, 


Etc. 





POULTRY, LONDON, EC. 2 


NOTHING TO BURN IS THE BEST METHOD 








OF FIRE PROTECTION. 


STEEL FURNITURE ECONOMISES SPACE. 
STEEL SHELVING IS ADJUSTABLE. 
STOVE ENAMELS IN ANY COLOUR. 
i MADE IN ENGLAND OF BRITISH MATERIAL. 


















RON EO LTp. 


ART METAL EQUIPMENT DEPARTMENT, 
5-11 HOLBORN, LONDON, E.C.1. 


x N.B.—The Art Metal Equipmeni Co., Ltd., is now amalgamated with Roneo, Ltd. 
Works: ROMFORD, ESSEX. Telegrams and Cables: ARMETEQUIP. 
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VIEW OF BANKING HALL LOOKING TOWARDS THE 
POULTRY ENTRANCE 


solemnity is given by the great square dark-green verdite 
piers. Verdite is a beautiful marble from Rhodesia, 
which, however—like malachite, which it somewhat 
resembles—can only be obtained in small pieces about the 
size of one’s fist. These great pilasters, therefore, are 
built up of innumerable small facets of it, with the result 
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“Ty Dustproof [Illumination 
: for Modern Buildings 





The illumination of the 2nd, 3rd, and 4th floors 
of the New Midland Bank is carried out by 
means of Artistic Dustproof Lighting Units 
similar to the one illustrated, manufactured and 
supplied by— 


METRO-VICK SUPPLIES LTD. 


Metro-Vick House, 155 Charing Cross Rd. 
LONDON, W.C.2. 


Architects and others interested in high-class artistic 
fittings for commercial and domestic purposes should 
write to the above address for illustrated lists. 

Ask also for the special folder 4128/1 dealing with 
simple and inexpensive types of fittings. 
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British Sieben. 
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b.\/4 FLOORING 


IT ISTHE IDEAL FLOORING FOR YOUR 
BANK, and undeniably superior to any other 
surface. 

Ensures the dignified silence which gives your 
Bank the right “ atmosphere.” 


Initial cost is low, life is lengthy, appearance 
whatever you care to make it to suit 
any scheme of architectural decoration, and 
above all, IOCO RUBBER FLOORING IS 
HYGIENIC. 


Samples and quotations sent immediately on request. 









RUBBER & WATERPROOFING CO., LTD. 
Netherton Works, Anniesland, Glasgow, W.2 
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that they give a far richer and more interesting surface 
than had they been built in the ordinary way in any 
ordinary marble. Another advantage of these strongly 
marked piers is that while they outline sufficiently the 
public space, far more liberal in its extent and more 
noble in its shape than has hitherto been the practice 
in England, they also unite this public space to the 
banking space behind it, because the latter has been laid 
out on a regular architectural plan. So often the space 
for the clerks behind the public counters runs on through 
a forest of columns erected anyhow on any irregular 
plan, till one has vistas about as impressive as those of 
a drapery store. Here, however, Sir Edwin’s magnificent 
piers all march behind one another in sober dignity and 
order. Altogether this interior when it is finished, and 
the screen wall which at present divides it has been 
removed, promises to be, like the exterior already shows 
itself, one of the finest pieces of modern architecture in 
London. 
























LIST OF CONTRACTORS EMPLOYED ON THE FIRST PORTION OF THE NEW HEAD 
OFFICE, MIDLAND BANK LIMITED. 
Building Managers: HOLLAND AND HANNEN AND Cusitts, Ltp. 
Builders: Messrs. Rice AND Son, Stockwell. 
DEMOLITION AND Excavation—B. Goodman, Ltd. 
CONCRETE REINFORCEMENT IN Founpations—British Reinforced Concrete Engineering Co., Ltd. 
CONSTRUCTIONAL STEELWORK—Redpath, Brown & Co., Ltd. 
Stonework—F. J. Barnes, Ltd. 
Stone Carvinc—H. H. Martyn & Co., Ltd. 
FLoors : REINFoRCED—British Reinforced Concrete Engineering Co., Ltd., and ‘“‘ Excellence”’ Reinforced 
Concrete Co. FLoors, Patent (INDUROLEUM)—Docker Brothers, Ltd. 'Woop—Wnm. Nicholson and 
Son (Leeds), Ltd. Rusper—The loco Rubber and Waterproofing Co., Ltd 
Terrazzo Work (‘‘Stuc’’)—James Whitehead and Sons, Ltd. 
ScaFFOLDING-—Scaffolding (Great Britain), Ltd. 
WATERPROOFING MATERIAL—R.I.W. Protective Products Co 
PLASTERING—A. and S. Wheater (London), Ltd., and G. Jackson and Sons, Ltd. 
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Acoustic MATERIALS— May Construction Co., Ltd 

Meta, Winpows—Henry Hope and Sons, Ltd. 

GLAZING : GENERAI John Hall and Sons (London and Bristol), Ltd. Basements —]. Clark and Son, Ltd. 
STRONGROOMS AND Doors—The Chatwood Safe Co., Ltd. Dryinc —* Turk” System Drying Co., Ltd. 






GENERAL JoInERY—Rice and Son. 

PANELLING AND Fittincs—Wm. Nicholson and Son (Leeds), Ltd. 

Woop Carvinc—H. H. Martyn & Co., Ltd. 

MARBLE AND VeERDITE—A. H. T. Jenkins and Son, Ltd. FrrerpLaces—Fenning & Co., Ltd. 

PLUMBING AND DRrAINAGE—Stitson, White & Co., Ltd. 

VENTILATING AND VacuuM CLEANING—Sturtevant Engineering Co., Ltd. 

HEATING: GENERAL—Comyn, Ching & Co., Ltd. VaLtve Controt—C. A. Dunham & Co., Ltd. 
Bor_ers—Ruston and Hornsby, Ltd. 

WatTeER PuriryinG PLant (McRoserts)—Becco Engineering and Chemical Co., Ltd. 

ARTESIAN WELLS—Le Grand, Sutcliff and Gell, Ltd. 

Fire FicutinG Tanks AnD FLuE—Automatic Sprinkler Co., Ltd. 

Lirts: PassENGER—The Express Lift Co., Ltd. Boox—-Medway’s Safety Lift Co., Ltd. Lorry— 
A. and P. Steven, Ltd. 

Evectric InstaLLation—Higgins and Griffiths, Ltd. Fitrincs—General Electric Co., Ltd.; Ingram 
and Kemp, Ltd.; Metro-Vick Supplies, Ltd.; Osler and Faraday, Ltd. 

MetaLwork—H. H. Martyn & Co., Ltd.; ; Stratford upon-Avon Guild, L td.; O’Brien, Thomas & Co. 

IRONMONGERY, LocKsS AND Door FURNITt rE—Charles Smith & Co., Ltd. SunprRyY—Nettlefold and 
Sons, — 

PatntinG—London Spray and Brush Painting Co., Ltd. Matertats—Lewis Berger and Sons, Ltd.; 
Docker Brothers, Ltd.; Hoyle, Robson, Barnett & Co. Ltd. 

Art Meta Desks—Roneo, Ltd. ’ OrFice FuRNITURE—Sankey-Sheldon. 

KitcHEN Equipment—Benham & Sons, Ltd. Leap Work to Dome —Thomas Elsley, Ltd. 

Copper Licut Giazinc—British Luxfer Prism Syndicate, Ltd. 

AsPHALT— Pilkington’s Asphalte Co., Ltd. 
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PORTLAND STONE 


FOR THE 


MIDLAND BANK NEW HEAD OFFICE 


(illustrated in this issue) 


was supplied and fixed complete by the masonry specialists, 


F. J. BARNES, LTD., PORTLAND 


London Office: 25 Nine Elms Lane, S.W.8 
Telephone: BRIXTON 1479 


We were also engaged upon the refacing of Buckingham Palace, and 
have supplied Portland Stone for many of the most important 


buildings in London and the Provinces ; 


specially chosen and specified 


by the most eminent architects. 


INQUIRIES SOLICITED. 


B. GOODMAN, LTD. 


PERSONAL 


ESTABLISHED OVER 100 YEARS. 


Specialists in Demolition and 


Excavation Work. 


Head Office: 33-38 Haggerston Road, Kingsland. 


City Office: 


TELEPHONE : 


CLISSOLD 850, 861. 








DEMOLISHER, KINLAND, LONDON. 


Bridge House, Blackfriars. 


TELEGRAPHIC ADDRESS: 


ATTENTION GIVEN 
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HEAD OFFICE for MIDLAND BANK, Ltd., POULTRY. | 


Architects : Messrs. Gotch & Saunders, with Sir Edwin L. Lutyens, R.A. 


Building Managers : Messrs. Holland & Hannen and Cubitts, Limited. 


Builders 


RICE & SON, 


15 STOCKWELL ROAD, S.W.9. 








